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(as at 24 January, 1958) 


ALBERTA AND SOUTHERN GAS CO. LTD. 


REVISED SCHEDULE 


OF 


GAS PURCHASE CONTRACTS 


Date 
anos 1 OT 
do 
do 
do 
Be Oey. 57 
30) Serco. '57 
29 hug. ‘OT 
ee Hows 57 
20 Nov. ‘57 
20 Nov. '57T 
12) Dec, '5 7 
10 Jan. ‘58 
Meten, | '53 


Description 


of Contract 


Contract 


do 
do 


do 


Letter of 

Committal 

and Draft 

Contract 
do 


Agreement 


Contract 


Contract 


Contract 


Contract 


Contract 


Contract 


* This figure is an estimate not 


GAS PURCHASE CONTRACTS 


Seller 
Snell Ol) Co. & 
Canadian Shell 
Explorations Ltd. 
do 
do 


do 


California Stan- 
dard Company 


British Amer- 
iéan OLF Coviid. 


Texaco 
Exploration Co. 


Texaco Explor- 
ation Co. 


Bailey-Selburn 
Oil & Gas Ltd. 


Selbay Explor- 
ations LP yes ie 


Alida’ Oil Go. 
eds 


Tennessee Gas 
Transmission Co. 


Texaco Explor- 
ation Co. 
McColl-Frontenac 
OIG" Coen. 


yet settled by the contracts. 


Field or 
Area 


Waterton 
Crossfield 
Sarcee 


Homeglen- 
Rimbey 


Castle River 


and other 
areas 


Pine Coulee 


Pine Coulee 


Pine Coulee 


Minnehik- 
Buck Lake 
Crossfield 


Homeglen- 
Rimbey 


Fagor. 


Contract Quantity in 

Millions of cubie feet 

per day converted to 
14.4 psia 
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61.4 
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Contract Quantity in 
Millions of cubic feet 
Description per day converted to 
Date of Contract Seller Field or Area 14.4 psia 


Fwd. 389.0 
25 Sept. '57 Contract Jupiter Oils Ltd. Pembina 


tT 1 


Anglo Canadian 
o1ried. (1955 )Lta: : 


Bailey Selburn 
Oil & Gas Ltd. " 


Bralsaman Petrol- 
eum Ltd. = 


Hudson's Bay Oil 
and Gas Co. Ltd. i; 


Capeana Corpora- 
tion 


" m Consolidated Mic- 
Mac Oils Ltd. ‘ 


Texaco Explora- 
tion Co. 


" * Romac Oils Ltd. . 


The California 
Standard Co. i 


23 Sepy.'57 i The Ohio Oil Co. " 


25 Sept.'57 ia Crow's Nest Pass 
Coei.Co. Ltd. : 


Climax Molybdenum 
Con 7 


Consolidated Copper- 
mines Corporation 


oh Sept.'57 bs OkeltaOileyr Ltd. : 
23 Sept.'57 Honolulu Oil Cor- 
poration y 
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Contract Quantity in 
Millions of cubic feet 


Description per day converted to 
Date of Contract Seller Field or Area 14.4 psia 
Fwd. 389.0 
25 Sept.'57 Contract Cree Oil of 
Canada Ltd. Pembina 


" x Triad Oil Co. Ltd. i 


15 5en.. oT : Canadian Sea- 

poard Oil Co. ‘ 
25 pept. 57 . Devon Palmer 

Oils Ltd. " 


" " Kroy Oils Ltd. . 


Trans-Canada Ex- 
plorations Loads 


" " Whitehall Canadian 
Oils Ltd. i 


" " Lusear Coals Ltd. . 


" * Mountain Park 
Coals Ltd. ? 


" Li Colorado Oil and 
Gasiitd: : 


" n Westburne Oil 
Development Ltd. 


" [ Canpet Exploration 
Ltd. ; 


" u West Maygill Gas 
and Oil Ltd. : 


" : Trans Empire Oils 
Ltd. : 


" “i New Superior Oils 
of Canada Ltd. ‘ 


i" " Altex Oils Ltd. 
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Contract Quantity in 
Millions of cubic feet 


Description per day converted to 
Date of Contract Seller Field or Area 14.4 psia 
Fwd. 389.0 
25 Sept.'5/ Contract Pan American 
Petroleum Corpn. Pembina 


+ ie Carleton Oils Ltd. i 


" ° The Petrol Oil & 
Gas Co. Lid. i 


‘ ie Fargo Oils Ltd. # 
i y Winter Oil Co. ie 


Q - Southwest Potash 
Corporation 


Murphy Corporation 
y x Amurex Oil Co. 2 
z . Seurry Oils Ltd. ‘i 


Seurry-Rainbow Oil 


Trinidad Central 
Oilfields Ltd. e 


2 70eu. 57 ‘ Panean Oils Ltd. 
HOGG «51 e Mobil Oil of 
Canada Ltd. x 
5 Len Se cereus 8 e Alida Oil Co. Ltd. " 
i : Medallion Petrol- 
eums Ltd. K 
25 Sept.'57 | Plymouth Oil Co. x 
7 % Benedum-Trees Oil 
Company 4 
i bet. 5 / by Sinclair Canada 
O11 Co. . 


Fwd. 389.0 
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Date 
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Sept. 
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Sept. 


Oct. 


Oet « 
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Description 


of Contract 


Contract 


do 


do 


do 


do 


do 


Seller 


French Petroleum 
Co. of Canada Ltd. 


McColl-Frontenac 
Of) Co. Lt, 


Tennessee Gas 
Transmission Co. 


Great Plains 
Development Co. 
of Canada Ltd. 


Ashland Oil & 
Refining Co. 


New Concord 
Development Corp. 
Ltd. 


Field or 
Area 


Pembina 


do 


do 


do 


do 


do 
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Contract Quantity in 

Millions of cubic feet 

per day converted to 
14.4 psia 


Fwd. 389.0 


J 


Date 


L Nov. 


L5 Oct. 


25 Nov. 


29 Nov. 
? 29 Nove 


3 Dec. 


eae 


eee 


ae 


ene 


aay 


ol 


Description 


Option 


Agreement 
(100.0) 
and 
Option 
( 50.0) 


Option 


Option 


Option 


Option 


GAS PURCHASE OPTIONS 


Seller 
Shell Oil Co. & 


Canadian Shell 
Explorations Ltd. 


California 
Standard Co. 


Canadian Fina 
Oil Ltd. 
& Gas Co. Ltd. 


Pan American 


) 
) 
) 
Hudson's Bay Oil) 
) 
) 
) 
Petroleum Corp. ) 


Mobil O11 of 
Canada Ltd. 


Mobil Oil of 
Canada Ltd. 


Imperial Oil Ltd. 


Field or Area 


South of Twp.51 
West of Rge.2k to 
Twp.23 and West 
of Rge.15 to 
Tnt'l Boundary 
(excludes Okotoks 
& Jumping Pound 
but includes 


reserves in Water- 


ton, Crossfield, 


Sarcee & Homeglen- 


Rimbey Page l.) 


South of Atha- 
baska River, West 
of Edmonton- 
Calgary Line, 
North of Twp.6 
(in addition to 
Pembina & Dick 
Lake ) 


Whitecourt 


Virginia Hills 


Alhambra 


West of 5th M. 
South Athabaska 
River approx. 
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Reserves up to 
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100.0 M“cf /Day 
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102.3 M°cf /Day 
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Producer 


Several other Producers 


British American Oil Co.Ltd. 


Triad Oil Co. Ltd. 
Royalite Oil Co. Ltd. 
Sun O11 Co. 


Honolulu Oil Corp. 

Tennessee Gas Transmission 
Co. 

Canada-Cities Service Pet. 
Corp. 


Several other Producers, 
all holding small acreage, 
for remaining uncommitted 
reserves 


Cree Oil of Canada Ltd. 
Canadian Oil Cos. 
Supertest Pet. Corp.Ltd. 


GAS PURCHASE CONTRACTS AND 


OPTIONS UNDER NEGOTIATION. 


Field or Area 


Minnehik-Buck Lake 


) 

) Central 
) Foothills 
) 


Paddle River 


Ne OS” 


Crossfield 


SS a a 


Lobstick 


Pege 7, 


Estimated 
Reserves up to - 


13.7 M@cf /Day 


109.6 Mot /Day 


29.9 M“cf /Day 


16.8 M°cf /Day 


11.0 M“ cf /Day 
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WATERTON FIELD GAS PURCHASE CONTRACT 
Between: 
SHELL OIL. COMPANY AND CANADIAN SHELL EXPLORATIONS LIMITED 
Seller 
- and «= 


ALBERTA AND SOUTHERN GAS CO, LTD. 
Buyer 
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ARTICLE 


Vill 


XVI 


INDEX 
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THIS GAS PURCHASE CONTRACT made the lst day of 


November, 1957, 


BETWEEN 


SHELL OIL COMPANY, a body corporate, 
having an office and carrying on business 
in the City of Calgary, in the Province of 
Alberta, and 
CANADIAN SHELL EXPLORATIONS 
LIMITED, a body corporate, having an 
office and carrying on business in the City 
of Toronto, in the Province of Ontario, 
(hereinafter jointly referred to as "'Seller'') 
OF THE FIRST PART 


A) -and- 


ALBERTA AND SOUTHERN GAS CO, LTD., 
a body corporate, having an office and 
carrying on business in the City of Calgary, 
in the Province of Alberta, 


(hereinafter referred to as "Buyer'') 


OF THE SECOND PART 


Welt UNGE Sos Ton eT WAT 
WHEREAS Buyer is a subsidiary of Pacific Gas and Electric 
Company, a California corporation, hereinafter referred toas "P, G. and 
EL"; 
AND WHEREAS P. G, and E. and certain subsidiaries (includ - 


9 ing Buyer) and/or affiliates of P. G. and E. » hereinafter referred to as 
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r) "the participants", propose to construct and operate a natural gas pipeline 
project, hereinafter called 'The Project", having for its principal purpose 
the transportation of gas purchased by Buyer to the existing integrated 
transmission and distribution system of P. G. and E. in the State of 
California; 


AND WHEREAS Seller owns or controls petroleum and natural 


Waterton Field, 


woes 


gas rights or interests therein in the 


as same is outlined by the heavy black line on the map marked "Exhibit A" 
annexed hereto; and Seller will have a supply of gas available from said 
Field and desires to sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from 
Seller together with natural gas from others for The Project. 

NOW THEREFORE it is hereby agreed as follows: 
ARTICLE I ~ DEFINITIONS 

ie For the purpose of this Contract the following words Sind 
terms are defined as follows: 

(a) The word ''day'' shall mean a period of twenty-four (24) 
consecutive hours, beginning and ending at 8:00 o'clock A.M. Mountain 
Standard Time. 

(b) The word ''month" shall mean a period beginning at 8:00 
o'clock A.M. on the first day of a calendar month and ending at 8:00 
o'clock A.M. on the first day of the next succeeding calendar month. 


(c) The term "contract year" shall mean a period of twelve 
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consecutive months beginning with the month of July, the first contract 


_ year to begin with the month of July next following the date natural gas is 


first delivered hereunder, 

(d) The word "gas" shall mean either natural gas obtained 
from the wells or the residue rernaining after the natural gas has imen 
treated for the removal of any of its constituent parts other than’methane 
and for the removal of methane to such extent as is necessary in removing 
other constituents,as the context may require. 

(e) The term "Buyer's facilities" shall mean the facilities 
constituting The Project, together with such gathering facilities if any, as 
may be built by others which are necessary to receive and transport ithe 
quantities of gas which Buyer undertakes to buy under this Contract. 

(f) The term "Seller's facilities" shall mean such facilities 
as are required for Seller or its nominee to gather, process and deliver 
gas to Buyer in accordance with the terms and conditions of this Contract. 

(g) The term ''Mcf" shall mean one thousand (1000) cubic 
feet of gas as determined on the measurement basis set forth in Article 
VI hereof. 

(h) The term "BTU" shali mean British Thermal Unit. 

(i) The term "gross heating value" shall mean the number 
of BTUs in a cubic foot of gas at a temperature of sixty degrees’ (60°) 
Fahrenheit, saturated with water vapor, and at an absolute pressure 


equivalent to thirty (30) inches of mercury at thirty-two degrees (32°) 
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Fahrenheit. 

(j) The term “Seller's lands'' shall mean those lands in said 
Field in, under and from which Seller now has or may hereafter acquire 
the right to drill for, produce and dispose of gas, and the said right. 

(k) The word "lease" shall mean any right of the Seller to 
drill for, produce and dispose of gas in, under and from Seller's lands, 
and shall include any document evidencing such right. 

(1) The word "reserves" where used as a noun herein shall 
mean the quantities of merchantable gas which will be available to Seller 
from the total quantities of gas economically recoverable from Seller's 
lands after processing to satisfy the quality specifications of Section 1 of 
Article V hereof, less the quantities of gas reserved to Seller hereunder. 
ARTICLE Il - CONDITIONS 

i Before The Project can be constructed and operated, all 
permits, certificates, and other authorizations required under applicable 
laws and regulations must be obtained. Buyer represents that Buyer and 
the other participants in The Project will use diligent efforts to procure 
such authorizations. Buyer shall notify Seller in writing within thirty (30) 
days after each such authorization, in form acceptable to Buyer, has been 
obtained, and furnish Seller a copy of such authorization, If such author- 
ization contains conditions that would preclude Buyer from fully perform - 
ing this Contract in accordance with its terms, Seller may within thirty (30) 
days after receipt of Buyer's notice give Buyer written notice of intention to 


terminate this Contract, stating in said notice the particular grounds of ob- 


( 
4. 
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jection to the authorization; and unless Buyer shall promptly cause an appli- 
cation for rehearing to be made and such rehearing shall result in the author- 
ization being modified so as to meet Seller's objection, then this Contract shail 
terminate. Inthe event that on or before the expiration of fifteen (15) months 
from the date hereof all necessary authorizations in form acceptable to Buyer 
from the governmental authorities of the Province of Alberta shall not have 
been obtained, Seller may terminate this Contract by written notice to Buyer 
within sixty (60) days thereafter, aad in the event that on or before the expir- 
ation of twenty-four (24) months from the date hereof all other necessary 
authorizations, in form acceptable to Buyer, shall rot have beer obtained, 
Seller may at any time thereafter give Buyer sixty (60) days' written notice of 
its intention ta terminate this Contract and, unless prior to the expiration of 
said sixty (60) day peviod all of said authorizations shall have been obtained, 
this Contract shall terminate at the end of said sixty (60) day pericd. 

The provisions of this Section 1 shall apply mutatis mutandis to 
the permits, certificates, aud other authorizations required to be obtained by 
Seller under applicable laws and regulations. 

es Buyer represents that immediately upon all such suthorizations 
being obtained by the participants, they will proceed with due diligence to 
construct The Project, and Seller agrees that it will proceed with due diligence 
to drill and develop Seller's lands and construct Seller's facilities. Fach 
party hereto will use its best efforts to the end that The Project may be plac- 
ed in operation by 30 November 1960. In the event Seller is capable of de- 


livering into The Project the quantity of gas required hereunder by 30 June 


i (J.S5.M, ) 


( 
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1961, or the expiration of thirty (30) months after all BGch Seherithivons 
have been obtained, whichever is the later, then, dniess sas ila by 
Article XII hereof, Buyer shall thereafter pay for the tile of gas it is 
obligated hereunder to take, or pay for if it does not take, 


ARTICLE II - RESERVATIONS OF SELLER 


I. Seller hereby expressly reserves to itself the following rights, 


1 
\ { ‘ 


namely: to operate its properties, free from any Coblit o ay Buyer, in such 
manner as Seller in its sole discretion may deem bavnlanie, mdruaage: but 
not so as to restrict the generality of the foregoing, the Hone to determine 
when, whether and where any additional well will be drilled, wR BA and 
whether any well will be reworked or recompleted, or when 3 Aa whether 
any of Seller's leases or gas wells cannot or has ceased to proaties gas in 
paying quantities and is to be released or abandoned; to determine the 
manner in which the quantities of gas to be delivered hereunder shall be 
allocated to and produced by Seller from the respective gas wells of Seller 
on Seller's lands; to deliver to the persons entitled thereto the waltintba of 
gas which such persons have reserved and are entitled to take A kind $rord 
Seller's lands; and to assign or farm out, subject to this Cohn Ae any of 
Seller's leases. 

Pale Seller reserves to itself quantities of gas whieh may be re- 
quired for the development and operation of Seller's lands, including bit nat 
limited to, gas for gas lift operations and return to ey ait 80 folk. as 


such gas lift operations and return to reservoir do not interfere with Seller's 
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ability to deliver the quantity of gas required hereunder. Seller also 
reserves to itself sufficient quantities of gas for the operation of separator 
eyuipment, gasoline, and other extraction plants, compressor stations, 
and other facilities for the processing or handling of the gas to be deliver-~ 
ed hereunder and the products extracted therefrom. 

DB. Seller may extract or permit the extraction of non-hydro- 
carbons and hydrocarbons other than methane from the gas to be delivered 

jereunder, and shall have the right to remove such methane as is necessar- 
ily removed from the gas in recovering other constituents; provided that 
Seller by such processing shall not reduce the gross heating value per cubic 
foot below one thousand (1000) BTUs unless required to do so to render the 
gas capable of meeting the quality specif ications set forth in Article V here- 
of. 

4, Seller may unitize any of Seller's leases in said field and may 
participate in any oil or gas proration, conservation, ratable taking or other 
similar program, provided that in the event Seller's leases are unitized with 
other properties in said field this Contract will cover Seller's interest in the 
unit derived from such leases and the gas attributable thereto, and provided 
further that in the event such unitization or other such program is entered 
into voluntarily by Seller, it shall use its best efforts to protect Buyer's 
rights hereunder and to prevent an appreciable reduction or postponement 
in the delivery to Buyer of the quantities of gas set forth in Article IV hereof. 


5, Seller shall not be required by the provisions hereof to produce 
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any well in excess of its allowable rate of flow as fixed by law or regula- 
tory bodies, or in excess of its maximum efficient rate of flow as determin- 
ed by Seller, or in excess of the current rate of production permitted Seller 
under the terms of applicable operating agreements in the case of a well 
jointly operated with other parties, whichever is the smallest quantity. 

6. For the period prior to the date on which The Project is placed 
in operation and for periods during which Buyer is prevented from taking de- 
livery of gas hereunder by any of the causes mentioned in Article XII, 

Seller shall have the right to sell and deliver gas to others in such quantities 
as may be necessary to prevent the flaring of gas or the termination of any 
of Seller's leases by reason of non-production. 


ARTICLE IV - QUANTITY OF GAS 


is Seller estimates that its presently proven and probable reserves 
JSM 
are equal to a volume of not less than 110,000 Mcf per day for a twenty~ PUK 
aia Cet aera . VFG 

five (25) year period. The Daily Contract Quantity which is subject to in- 

crease or decrease from time to time pursuant to the provisions of this Con- 
JSM 
tract is initially 110,000 Mcf perday. Subject to the terms and con- PLK 
Me Wea oem VEG 


ditions of this Contract, Seller agrees to sell and deliver gas to Buyer at the 
point of delivery referred to in Article VIII, when and as requested by Buyer, 
and Buyer agrees to purchase gas from Seller as follows: 

(i) In the event that the date of first delivery hereunder is prior 
to 30 June 1961, for the period from the date of first delivery to 30 June 1961, 


Seller shall use its best efforts to deliver each day to Buyer the volume of gas 
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requested by Buyer up to one hundred and twenty percent (120%) of the 
Daily Contract Quantity and Buyer shall, during said period, use its best 
efforts to take an average daily volume equal to ninety percent (90%) of the 
Daily Contract Quantity. 

(ii) For the period beginning on 1 July 1961 or, if it be later, 
the date of first delivery hereunder, but in no event later than the expira- 
tion of thirty (30) months after all authorizations referred to in Article II 
have been obtained, and ending the next succeeding June 30, and each con- 
tract year thereafter for the remainder of the term hereof, Seller shall de- 
liver each day to Buyer the volume of gas requested by Buyer up to one hun- 
dred and twenty percent (120%) of the Daily Contract Quantity; and Buyer 
shall take during each contract year, if available hereunder, or pay for, if 
available and not taken hereunder, a minimum average daily volume equal 
to ninety percent (90%) of the Daily Contract Quantity; provided, however, 
that Buyer shall take, if available hereunder, not less than a minimum aver- 
age daily volume equal to eighty percent (80%) of the Daily Contract Quantity 
during each month and a minimum volume equal to seventy-five percent 
(75%) of the Daily Contract Quantity on each and every day. 

ry Seller agrees that it will use its best efforts to increase its avail- 

able reserves. In the event that by 1 July 1959 said reserves, as agreed to by 
Seller and Buyer or, if they are unable to agree, as determined by a Consultant 
selected in accordance with the provisions of Section 2 of Article XIV, are 


equal to a volume of not less than one hundred and twenty-five percent (125%) 
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of the initial Daily Contract Quantity per day for a twenty-five (25) year 
period, then; subject to the obtaining of all necessary permits, certificates 
and other authorizations, Buyer and Seller agree to increase the initial Daily 
Contract Quantity by twenty-five percent (25%), effective 1 July 1962; vera 
vided, further, that if by 1 July 1960 the said reserves, as agreed to or de- 
termined as aforesaid, are equal to a volume of not less than one hundred 
and fifty percent (150%) of the initial Daily Contract Quantity per day for a 
twenty-five (25) year period, the initial Daily Contract Quantity, subject to 
obtaining all necessary permits, certificates and other authorizations, will 
be increased by fifty percent (50%), effective 1 July 1963, 

3. Seller agrees that Seller's facilities and the number of wells 
which Seller drills initially, and from time to time thereafter, shall be 
sufficient, with reasonable allowance for anticipated decreases in deliver- 
ability for any cause, including pressure decline, to enable it to deliver one 
hundred and twenty percent (120%) of the initial Daily Contract Quantity not 
later than the date The Project is ready for operation, and one hundred and 
twenty percent (120%) of the Daily Contract Quantity, as it may exist from 
time to time, thereafter; provided, however, that Seller shall not be re- 
quired to carry its overall development program beyond what the Seller con- 
siders to be commercially attractive. 

4, If Buyer fails to ales an average daily quantity equal to ninety 
percent (90%) of the Daily Contract Quantity for any period specified in Sub- 


section (ii) of Section 1 of this Article, Buyer shall have the right during the 


10, 
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next two succeeding contract years after it has taken an average daily quan- 
tity equal to ninety percent (90%) of the Daily Contract Quantity during each 
such year, to take without further payment a quantity of gas up to the quan- 
tity paid for but not taken, but not to exceed on any one day, unless Seller 
consents thereto, a total volume greater than one hundred and twenty percent 
(120%) of the Daily Contract Quantity. 

oF If Seller fails for any twenty (20) days during any month to de- 
liver to Buyer the daily quantity of gas requested by Buyer up to one hundred 
and twenty percent (120%) of the Daily Contract Quantity (Buyer being ready, 
able and willing to take and pay for such quantity of gas) Buyer may notify 
Seller in writing of such failure or failures. Seller shall have such time as 
may be necessary, but in no event more than six (6) months from the date of 
receipt by Seller of Buyer's notice, in which to restore its ability to deliver 
such quantity, during which period the Daily Contract Quantity shall be reduced 
temporarily to a volume equal to eighty-three and one-third percent (83-1/3%) 
of the average daily volume of gas Seller delivered to Buyer during the twenty 
(20) days on which Buyer's notice was based. In the event Seller's attempts 
to restore its ability to deliver one hundred and twenty percent (120%) of the 
Daily Contract Quantity in effect prior to such notice are unsuccessful, as 
evidenced by Seller's failure to deliver such quantity on each day of a thirty 
(30) consecutive day test conducted by Seller and Buyer for the thirty (30) day 
period commencing on the day following the end of said six (6) months period, 


or at such earlier time as Seller may request, Buyer shall have the right to 


Ls 
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reduce the Daily Contract Quantity to a volume equal to eighty three end one- 
third percent (83-1/3%) of the average daily volume of gas Seller delivered 
to Buyer during the last fifteen (15) days of said delivery test. 

6. If in any contract year there are in effect two or more volumes 
representing the Daily Contract Quantity, then Buyer's minimum obligation 
for such contract year to pay for gas, whether or not taken, shall be based 
upon the sum of the products of ninety percent (90%) of each such volume and 


the number of days each such volume was in effect. 


ARTICLE V - QUALITY OF GAS 


ds The gas delivered hereunder shall be merchantable gas, at all 
times complying with the following quality requirements: 


(i) Heating Value: The gas delivered hereunder shall have a 


gross heating value of not less than nine hundred and seventy -five (975) BTUs 
per cubic foot, but, with the consent of Buyer, gas at a lower gross heating 


value may be delivered. 


(ii) Freedom from Objectionable Matter: The gas delivered by 


Seller hereunder: 


(a) Shall be commercially free from sand, dust, gums, crude oil, 


impurities and other objectionable substances which may be injurious to pipe 


lines or which may interfere with its transmission through pipe lines or its 


commercial utilization. 


(b) Shall not have a hydrocarbon dew-point in excess of fifteen 


degrees (15°) Fahrenheit at pressures up to eight hundred (800) pounds per 


12, 
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square inch gauge. 

(c) Shall not contain more than one (1) grain of hydrogen sulphide 
per one hundred (100) cubic feet, 

(d) Shall not contain more than ten (10) grains of total sulphur per 
one hundred (100) cubic feet, 

(e) Shall not contain more than two percent (2%) by volume of car- 
bon dioxide. 

(f) Shall not contain more than four (4) pounds of water vapor per 
one million (1 »000,000) cubic feet. 

(g) Shall not exceed one hundred and ten degrees (110°) Fahrenheit 
in temperature dt the point of delivery. 

(h) Shall be as free of oxygen as Seller can keep it through the exer- 
cise of all reasonable precautions, and shall not in any event contain more 
than four-tenths of one percent (0.4%) by volume of oxygen. | 

2. Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall ‘be made by 
Seller, at Seller's expense, by approved standard methods in general use in 
the gas industry, and the water vapor content of such gas shall be determined 
by Seller, at Seller's expense, by the use of a dew-point apparatus approved 
by Buyer and Seller. Tests shall be made by Seller frequently enough'to 
assure that the gas is conforming continuously to the quality requirements, 
Buyer shall have the right to require Seller to remedy any deficiency of the gas 


in quality and, in the event such deficiency is not remedied, the right, in 


13. 


Pa, 
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addition to all other remedies available to it by law, to require Seller to 
discontinue deliveries hereunder until such deficiency is remedied, If 
Seller is unable to remedy the deficiency, Buyer's only remedy shall be 
the right to reduce the Daily Contract Quantity, as provided in Article IV, 
to eighty three and one-third percent (83-1/3%) of the volume which the 
Seller can deliver in conformity with the quality requirements hereof, 
ARTICLE VI - MEASUREMENT 

Ls Unit of Measurement: The unit of volume for purposes of 
measurement hereunder, except for gross heating value, shall be one (1) 
cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit and 
at a pressure ie fourteen and seventy-three one-hundredths (14, 73) pounds 
9 per square inch absolute. For purposes of measurement the atmospheric 
pressure at the point of measurement hereunder shall be assumed to be 


constant at 12. 10 


pounds per square inch absolute. 

2. Sales Unit: The sales unit of the gas delivered hereunder shall 
be one thousand (1000) cubic feet, 

a Method of Measurement: All measuring equipment, devices 
and materials required in this Article shall be installed, maintained, and 
operated, or furnished, by Buyer at Buyer's expense, Seller may install 
cad operate check measuring equipment provided it does not interfere with 
the use of Buyer's equipment. In determining the volumes of gas deliver- 


ed by Seller to Buyer at the point of delivery the following practices shall 


prevail: 


14, 


8/26 


(i) Metering: The gas shall be metered by one or more ori- 
fice meters installed and maintained, and volumes shall be measured (except 
for correction for deviation from Boyle's Law), in accordance with the meth- 
ods prescribed in "Orifice Metering of Natural Gas", Gas Measurement 
Committee Report No. 3, of the American Gas Association, including the 
Appendix thereto, as published April 1955 or any subsequent revision thereof 
acceptable to Buyer and Seller, Correction shall be made for deviation of 
the gas from Boyle's Law at the pressure and temperature at which the gas 
is metered. To determine the factors for such correction a quantitative 
analysis of the gas shall be made at reasonable intervals with such apparat- 
us as shall be agreed upon by Buyer and Seller, and such factors shall be ob- 
tained from data contained in "Supercompressibility Factors for Natural Gas'', 
Volumes 1 through 6, inclusive, or in "Tables for the Determination of Super- 
compressibility Factors for Natural Gas Containing Nitrogen and/or Carbon 
Dioxide', Volume 7, as published by the American Gas Association in 1955, 
or any subsequent revision thereof acceptable to Buyer and Seller, 

(ii) Specific Gravity: Tests to determine the specific gravity 
of the gas being metered shall be made by Buyer in accordance with the Amer~ 
ican Petroleum Institute's Recommended Practice 50A dated April 1953, or 
any subsequent revision thereof acceptable to Buyer and Seller. The gas 
a to be tested shall be representative of the gas being metered at the 
time such samples are taken and may be either spot samples or samples taken 


over a period of time. Samples shall be taken at reasonable intervals by 


fi 
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Buyer, provided that Buyer shall take additional samples when requested 
by Seller soto do, The specific gravity determined by any test shall apply 
to the gas metered from the date the spot sample was taken or from the 
commencement date of a sample taken over a period of time, as the case 
may be, until the next test, 

(iii) Temperature: The flowing temperature of the gas being 
metered shall be determined by means of a recording thermometer of a 
type acceptable to Buyer and Seller, installed and maintained by Buyer in 
accordance with the specifications set forth in said Gas Measurement Com- 
mittee Report No. 3. The arithmetical average of readings each day shall 
be deemed the gas temperature and used in computing the volume of gas 
metered during such day. 

(iv) Correction and Adjustment: If at any time any of the 
measuring equipment is registering inaccurately by an amount exceeding 
two percent (2%) at a reading corresponding to the average hourly rate of 
flow since the last preceding test, the previous readings of such equipment 
shall be corrected to zero error for any period definitely known or agreed 
upon, or if not so known or agreed upon, for a period of sixteen (16) days 
or one-half (1/2) of the elapsed time since the last test, whichever is short- 
City If the measuring equipment is out of service, the volume of gas de- 
livered during such period shall be determined: 

(a) by using the data recorded by any check measuring equipment 


accurately registering; or 


16. 


8/26 


(b) if such check measuring equipment is not registering accur- 
ately but the percentage of error is ascertainable by a calibration test, by 
using the data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above can be 
used, by estimating the quantity delivered, by reference to deliveries under 
similar conditions during a period when the equipment was registering 
accurately. 

No correction shall be made in the recorded volumes of gas delivered for 
inaccuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is com- 
mingled with gas of other producers in said field at the point of delivery 
hereunder, the practices set forth in the preceding Subsections of this Sec- 
tion 3 shall be applicable to the said commingled gas and Seller shall cause 
the operator of the processing plant to advise Buyer as to how the commin- 
gled gas taken by Buyer at such point shall be allocated between Seller and 
such other producers. 

4. Heating Value: Tests to determine the gross heating value of 
gas delivered shall be made by Buyer utilizing a Cutler-Hammer recording 
calorimeter, or the equivalent, operated and maintained in accordance with 
General Order No. 58B, "Standards of Calorimetry for Gaseous Fuels", 
approved December 28, 1955 by the Public Utilities Commission of the State 
of California, or any subsequent revision thereof acceptable to Buyer and 


Seller, The gas samples to be tested shall be representative of the gas 


M7 
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delivered at the time such samples are taken and may be either spot sam- 
ples or samples taken over a period of time. Samples shall be taken at 
reasonable intervals by Buyer, provided that Buyer shall take additional 
samples when requested by Seller so to do. The gross heating value de- 
termined by any test shall apply to the gas delivered from the date the spot 
sample was taken or from the commencement date of a sample taken over a 
period of time, as the case may be, until the next test. The gross heating 
value per cubic foot of gas delivered shall be determined for any month by 
taking the arithmetical average of the daily heating values as determined in 
accordance with this Section 4. 
ARTICLE VI - MEASURING AND TESTING EQUIPMENT 

he Testing Meter Equipment: The accuracy of Buyer's measur- 
ing equipment shall be verified by test, using means and methods acceptable 
to Seller, at least once each month and at other times upon request of Buyer 
or Seller, Notice of the time and nature of each test shall be given by 
Buyer to Seller sufficiently in advance to permit convenient arrangement for 
Seller's representative to be present. Tests and adjustments shall be made 
in the presence of and observed by a representative of Seller, if present, and 
if any of the measuring equipment is found to be registering inaccurately in 
any percentage, it shall be adjusted at once to read as accurately as possible. 
If, after notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. Ali 


tests of such measuring equipment shall be made at Buyer's expense, except 


13. 
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that Seller shall bear the expense of tests made at its request if the in- 
accuracy is found to be two percent (2%) or less. 

:. Inspection of Equipment: Buyer and Seller shall have the right 
to inspect equipment installed or furnished by the other, and the charts and 
other measurement or test data of the other, at all times during business 
hours; but the reading, ealibxation and adjustment of such equipment and 
changing of charts shall be done only by the party installing and furnishing 
same. Unless the parties otherwise agree, each party shall preserve all 
original test data, charts and other similar records in such party's posses- - 
sion for a period of at least six (6) years. 

ARTICLE VIII - DELIVERY PRESSURE AND POINT OF DELIVERY 

9 it The delivery pressure of the gas delivered hereunder shall be 
any pressure required by Buyer not in excess of nine hundred (900) pounds 
per square inch gauge. In the event that compression facilities are re- 
quired to bring such gas to the pressure required by Buyer under this Sec- 
tion, then Seller shall have the option of installing such facilities, and in 
the event that Seller does not desire to install such facilities, then Buyer 
shall have the right to do so. In the event that both Buyer and Seller elect 
not to install compression facilities, then the Daily Contract Quantity shall 
be reduced to a volume equal to eighty three and one-third percent (83-1/3%) 
of the daily quantity of gas Seller is then capable of delivering to Buyer at 
such delivery pressure. If Buyer requests gas at a pressure higher than 


» herein provided and Seller is willing and able to maintain such higher pressure, 
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then Seller shall be compensated for such higher pressure at a rate agreed 
upon between Buyer and Seller, 

2. The point of delivery of all gas delivered hereunder shall be 
where such gas leaves Seller's facilities and enters Buyer's facilities at a 
central point in the field or at the outlet of the plant where Seller's gas is 
processed, 

6 Title to all gas delivered hereunder shall pass from Seller to 
Buyer at the point of delivery. Until passage of title Seller shall be deem- 
ed to be in control and possession of and be responsible for such gas, and 
thereafter Buyer shall be deemed to be in control and possession of and be 


responsible for such gas. 


ARTICLE IX - TERM OF CONTRACT 


Subject to the other provisions hereof, this Contract shall be 
effective from the date hereof and shall continue for a period of twenty-five 
(25) contract years or until the expiration of Buyer's authorization to re- 
move gas purchased hereunder from the Province of Alberta, whichever 
first occurs. 

ARTICLE X - PRICE 

ily (i) The prices to be paid by Buyer for gas delivered here- 
under or required to be paid for if tendered and not taken, during the follow- 
ing respective periods, unless changed as hereinafter provided, shall be as 


follows: 
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Period Price 

From the date of initial delivery through 

June 30, 1961 oe. 13,50¢ per Mef 
From July 1, 1961 through June 30, 1962... . 14.50¢ per Mcf 
From July 1, 1962 through June 30, 1963. ... 15,25¢ per Mcf 
From July 1, 1963 through June 30, 1964.... 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965, ... 16.25¢ per Mcf 
From July 1, 1965 through June 30, 1966.... 16.50¢ per Mcf 
From July 1, 1966 through June 30, 1967. ... 16.75¢ per Mcf 
From July 1, 1967 through June 30, 1968. ... 17,00¢ per Mcf 
From July 1, 1968 through June 30, 1973.... 17.25¢ per Mcf 
From July 1, 1973 through June 30, 1978... . 18.50¢ per Mcf 
From July 1, 1978 through June 30, 1983. ... 19.75¢ per Mcf 
From July 1, 1983 and thereafter during 

the term hereof o « « « 21,006 per Mef 
The foregoing prices are expressed in Canadian currency. 

(ii) Buyer and Seller shall endeavor to renegotiate the prices 
to be paid pursuant to this Contract for the pricing period commencing on 
July 1, 1968 and at each five year interval thereafter during the term of 
this Contract. 

(iii) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the 
manner in which negotiations are proceeding, then such party shall have the 
right to refer the matter to arbitration in accordance with Article XV. 

Regardless of anything herein elsewhere contained, any prices 
fixed by renegotiation or by arbitration shall in no event be effective earlier 
than the first day of such pricing period or be lower than the prices set forth 


in Subsection (i) of this Section 1, 


a The prices stated in Subsection (i) of Section 1 of this Article X 
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shall be applicable to gas delivered hereunder for any month with a gross 
heating value per cubic foot of gas of no more than one thousand and twenty- 
five (1025) BTUs and no less than one thousand (1000) BTUs. If the gross 
heating value per cubic foot of gas delivered hereunder for any month is less 
than one thousand (1000) BTUs or more than one thousand and twenty-five 
(1025) BTUs, the price of such gas shall be the product of the price stated in 
Subsection (i) of Section 1 of this Article X and the applicable multiplier se- 


lected from the following table: 


BTU Content Multiplier 

For gas with a BTU content of more than 1025 to 1050 inclusive 1,025 
For gas with a BTU content of more than 1050 to 1075 inclusive 1.050 
For gas with a BTU content of more than 1075 Le Oy 
For gas with a BTU content of less than 1000 to 975 inclusive 095 
For gas with a BTU content of less than 975 to 950 inclusive 200 
Be If at any time during the term of this Contract any new or in- 


creased occupation, production, severance or sales tax or taxes of similar 
nature or equivalent in effect (not including income, capital stock, franchise 
or property taxes), other than or in excess of a tax prevailing as of the date 
hereof, shall be imposed by any lawful authority on the gas delivered to Buy- 
er pursuant to this Contract or on or in respect to the production thereof, or 
on the sale thereof, so that Seller shall be required to pay such increase 
ee directly or indirectly, Buyer shall, subject to the conditions herein- 
after set forth, pay to Seller one-half (1/2) of such new taxes or one-half 
(1/2) of any such increase in taxes. In case any such reimbursement of 


taxes is to be made, Seller shall notify Buyer immediately and shall within 
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ninety (90) days prepare and submit to Buyer a statement setting forth the 
amount of such new or additional taxes that it has paid, and within thirty 
(30) days after submission of such statement Buyer shall reimburse Seller 
to the extent of one-half (1/2) of such new or additional taxes as herein de- 
fined which Seller shall have so paid. 

4, Notwithstanding any provision of this Contract to the contrary, 
if in order to comply with or by reason of any present or future law, rule, 
regulation or order of any governmental authority having jurisdiction, the 
basis or method of measurement of gas delivered hereunder is changed, 
then the price per Mcf for gas purchased hereunder shall be adjusted so that 
Seller will receive the same total payment as would have been rece ived had 
no such change in the basis or method of measurement been made. 

oe On or before August 15th of each year of the term hereof, com- 
mencing with the year 1968, Buyer will give written notice to Seller stating 
therein the weighted average of Buyer's cost per Mcf of gas purchased (in- 
cluding gas paid for but not taken) for the contract year ending on the immed- 
iately preceding June 30th, from gas producers delivering gas to Buyer or 
Buyer's nominee, from fields located in whole or in part within the Province 
of Alberta. In the event such weighted average of Buyer's cost per Mcf is 
greater than the price per Mcf payable to Seller under the provisions of this 
Contract other than the provisions of this Section 5 for gas deliverable to Buy- 
er hereunder for any month during the twelve (12) months period commencing 


on the next following November lst, Buyer will increase the price per Mcf 
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payable to Seller for gas delivered hereunder during such month by an amount 
equal to the difference between such weighted average of Buyer's cost per Mcf 
and such price per Mcf payable to Seller under the provisions of this Contract 
other than the provisions of this Section 5. The term "Cost per Mcf" as used 
herein shall mean the purchase price per Mcf, plus the amount per Mcf, if any, 
paid by Buyer to a producer for the kind of taxes included in Section 3 of this 
Article paid or payable by the producer, and such purchase price per Mcf shall 
be determined with respect to such other purchases on the same basis of qual- 
ity (including BTU content), measurement, and terms and conditions of deliv- 
ery as provided for gas delivered hereunder. 

6, Currency Adjustment: 

(i) During any month in which the arithmetical average of the 
daily exchange rate of Canadian currency and United States currency as pub- 
lished at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern Day- 
light Time, as the case may en by the Bank of Canada at the City of Ottawa, 
is not more than one Hundred and Five (105) United States Cents or not less 
than Ninety-five (95) United States Cents for One (1) Canadian Dollar, then the 
total quantity of gas delivered by the Seller to the Buyer in such month shall be 
considered sold and purchased at the prices provided for herein in Canadian 
currency. 

(ii) During any month in which the average exchange rate deter- 
mined as provided in Subsection (i) above is in excess of One Hundred and 


Five (105) United States Cents and is not more than One Hundred and Ten (110) 
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United States Cents for One (1) Canadian Dollar, or is less than Ninety-five 
(95) United States Cents but not less than Ninety (90) United States Cents for 
One (1) Canadian Dollar, then the total quantity of gas delivered by the Sell- 
er to the Buyer in such month, subject to the provisions of Subsection (v) of 
this Section 6, shall be considered sold and purchased at the price in Canadian 
currency calculated as follows: 

LET: Pc = price payable in Canadian currency during the month; 


G = the volume of gas sold out of The Preject during such 
month to purchasers for use in Canada; 


US = the volume of gas sold out of The Project during such 
month to purchasers for use in the United States; 
P = price in the Contract; 


BE  «* the average exchange rate during such month deter- 
mined in accordance with the provisions of Subsec-. 
tion (i) above; 


THEN: In case such average exchange rate exceeds One Hundred and 
Five (105) United States Cents for One (1) Canadian Dollar: 


Pe = ( C x P ) $ ( US xPx105 ) 
y Gave US LGuu nus Tie) 


In case such average exchange rate is less than Ninety-five 
(95) United States Cents for One (1) Canadian Dollar: 


Poa = ~{ C aes alee | + ( US x Ps Oo 
(iGyd es ) ( C 4 US Bue 
(iii) In the event that such average exchange rate exceeds One 


Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for less than three (3) consecutive 


months, the price payable by Buyer to Seller for gas delivered hereunder dur- 
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ing such months shall be adjusted in accordance with the applicable formula 
set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Ninety (90) United States Cents, respectively, as 
the case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for at least three (3) consecutive 
months, then the currency adjustment formula to be used for such months 
and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however, that pending completion of 
such renegotiation the price payable by Buyer to Seller shall be calculated 
in accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6, The currency adjustment formula agreed upon in such renego-. 
tiation shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Canadian Dollar, and the pay- 
ments between Buyer and Seller shall be adjusted accordingly. If the parties 
are unable to agree upon a currency adjustment formula within six (6) months 
then either party shall have the right to have the currency adjustment formula 
applicable during such period determined by arbitration in accordance with 
Article XV. 

(v) In no event shall the value of ''Pc" as calculated under the 


provisions of Subsections (ii), (iii), and (iv) (for the period pending renego- 
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tiation as provided therein) of this Section 6 exceed or be less than the val- 
ue of 'P'', as the case may be, by more than One (1) Cent per Mcf. 
ARTICLE XI - BILLINGS AND PAYMENTS 
Ls Buyer shall render to Seller on or before the fifteenth day of 

each month a statement as to the amount of gas delivered by Seller during 
the month preceding. Seller shall render an invoice therefor as soon as 
practicable after receipt of said statement. Unless objected to by either 
party within thirty (30) days after either the receipt by Seller of said state- 
ment, or, if during said thirty (30) day period Seller has requested the re- 
lated meter charts, after the receipt of such charts, said statement shall 

be accepted by both parties as correct. Buyer agrees to make payment 

(in Canadian currency) to Seller on or before the twenty-fifth day of such 
month or the tenth day after receipt of Seller's invoice, whichever shall 
occur later. Should Buyer fail to pay any amount due to Seller by the due 
date, interest thereon shall accrue at the rate of six percent (6%) per annum 
from such date until paid; and if such failure to pay continues for sixty (60) 
days, Seller thereafter may suspend deliveries of gas hereunder and if such 
failure continues for thirty (30) additional days, Seller thereafter may, in 
addition to all other remedies available to it by law, terminate this Contract; 
provided, however, in order for Seller to have the right to suspend deliver- 
ies or terminate this Contract, Seller must first have notified Buyer in writ- 
ing fifteen (15) days prior to exercising either or both of such rights of its 


intent to do so and give Buyer the right to pay the amount so due to Seller with- 
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in such fifteen (15) day period. Either Buyer or Seller may submitto arbi- 
tration in accordance with Article XV any dispute as to the amount due Seller 
for gas delivered hereunder; and pending the arbitrators' award Seller's 
remedies hereinabove provided shall be suspended as to the amount in contro- 
versy. 

Ls If, by reason of the provisions of Article IV hereof that Buyer 
shall pay Seller for an average daily volume equal to ninety percent (90%) of 
the Daily Contract Quantity during each contract year, whether taken or not, 
a payment for gas not taken shall be due Seller from Buyer, such payment 
shall be made to Seller within sixty (60) days after the end of the contract 
year for which such payment shall be due. Said payment shall be based on 
the price in effect on the last day of said year. The provisions of Section l 
of this Article as to non-payment shall be applicable to this Section 2. 

aR All calculations with respect to the price per Mcf of gas shall 
be carried to five significant figures and the price per Mcf as so calculated 
rounded to the nearest one-hundredth (1/100th) of a cent. 

ARTICLE XII - FORCE MAJEURE 

1, If either party to this Contract shall fail to perform any obli- 
gation hereby imposed upon it and such failure shall be caused, or mater- 
ially contributed to, by any acts of God, strikes, lockouts, or other indus- 
trial disturbances, acts of the Queen's enemies, sabotage, wars, blockades, 
insurrections, riots, epidemics, landslides, lightning, earthquakes, floods, 


storms, fires, washouts, arrests and restraints of rulers and peoples, civil 
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disturbances, explosions, breakage of or accident to machinery or lines of 
pipe, hydrate obstructions of lines of pipe, temporary failure of gas supply, 
freezing of wells or delivery facilities, well blowouts, craterings, inability 

to obtain pipe, materials or equipment including those necessary for The 
Project, the order of any court or governmental authority which has been 
resisted in good faith by all reasonable legal means, or by any act or omis¢ 
sion (including failure to take gas) of a purchaser of gas from Buyer, ofa 
transporter of gas to Buyer, or of a transporter of gas purchased by Buyer, 
which is occasioned by any event or occurrence of the character described 

in this Article XII as constituting force majeure, or any other cause, whether 
of the kind herein enumerated or otherwise, not within the control of the par- 
ty invoking this Article and which by the exercise of due diligence such party 
could not have prevented, or shall be occasioned by the necessity for making 
repairs to or reconditioning wells, machinery, equipment, or pipelines, not 
resulting from the fault or negligence of such party, such failure shall not be 
deemed to be a breach of the obligation of such party hereunder, but such 
party shall use reasonable diligence to put itself again ina position to carry 
out its obligations hereunder. The foregoing provisions shall be construed 
so as to reduce Buyer's obligation to pay for gas, whether or not taken, by an 
amount proportionate to the quantity of gas Buyer shall be unable to take in any 
contract year as a consequence of any of the aforementioned causes. Nothing 
contained herein shall be construed to require either party to settle a strike or 


lockout by acceding against its judgment to the demands of Opposing parties. 
9 
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as No such cause affecting the performance of this Contract by 
either party shall continue to relieve such party from its obligation after 
the expiration of a reasonable period of time within which by the use of due 
diligence such party could have remedied the situation preventing its per- 
formance, nor shall any such cause relieve either party from its obligation 
to make payment of amounts then due hereunder, nor shall any such cause 
relieve either party from its obligation unless such party shall give notice 
thereof in writing to the other party with reasonable promptness; and like 


notice shall be given upon termination of such cause. 


ARTICLE XIII - WARRANTY OF TITLE AND RESPONSIBILITY OF SELLER 
meer lg cael sheila tok Dekel celnssotiendiomedicieshaionttictbtibal Nelo dionaianto nl 


Seller represents and warrants that it has full right and author- 
ity to enter into this Contract, that, subject to failure of title through inad- 
vertence or causes beyond the reasonable control of Seller and to the applic- 
able laws, rules and regulations, Seller's leases are, in Seller's opinion, in 
full force and effect and capable of being maintained and Seller agrees it will 
not, except through inadvertence, sell, quit claim or otherwise dispose of any 
of said leases for as long as in Seller's opinion gas can be produced therefrom 
in paying quantities if the result of so doing will be to reduce Seller's ability 
to fully perform its undertakings hereunder, that Seller has title to the gas to 
be sold and delivered hereunder and that all such gas is owned and will be de- 
livered by Seller free from all liens and adverse claims, including liens to 
secure payment of any taxes, Seller shall at all times have the obligation to 


make settlements for all royalties and overriding royalties due and payments 
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to the mineral and royalty owners under Seller's leases and other docu- 
ments, as may appear of record or otherwise be binding upon Seller, and 
in accordance with the terms of the respective leases and other documents, 
and to make settlements with all other persons having any interest in the 
gas sold hereunder. Seller agrees to indemnify Buyer and save it harm- 
less from all suits, actions, debts, accounts, damages, costs, losses, 
liabilities and expenses arising from or out of claims of any or all persons 
to said gas or to royalties, taxes, or other charges thereon which attach 
before the title passes to Buyer or which may be levied and assessed upon 
the sale thereof to Buyer. In the event of any adverse claim of any char- 
acter whatsoever being asserted in respect to any of said gas, Buyer may 
retain, as security for the performance of Seller's obligations with respect 
to such claim under this Section, the purchase price thereof up to the amount 
of such claim, without incurring liability for interest, until such claim has 
been finally determined or until Seller shall have furnished bond to Buyer 


conditioned for the protection of Buyer with respect to such claim. 


ARTICLE XIV - RESERVES OF SELLER 


rT. Seller dedicates exclusively to the performance of this Contract 
all its reserves and Seller agrees to make available to Buyer therefrom suffic- 
ient gas to ensure performance of this Contract. 

A. Commenving in the year 1963, prior to July 1 of said year and 
of each odd numbered year thereafter during the term hereof, Seller and 


Buyer will conduct a joint study of Seller's reserves dedicated hereto and the 
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deliverability therefrom to determine whether or not Seller is capable of 
performance of this Contract, and, if capable, whether Seller has dedi- 
cated to its performance reserves in excess of those required for perfor- 
mance of this Contract. In the event Seller and Buyer are unable to agree 
upon the amount of reserves dedicated hereto or the deliverability there- 
from, or both, a qualified independent consulting engineer or firm (herein 
referred to as ''Consultant") shall be selected by the parties in the follow- 
ing manner to determine the matter in question. Seller and Buyer shall 
immediately exchange lists each containing in the order of preference the 
names of not less than five acceptable Consultants. The name appearing 
highest in the order of preference on both such lists shall be employed by 
the parties as the Consultant, In the event that there is no name in com- 
mon to both such lists, or that there are two names accorded equally high 
preference (considering their respective positions on both lists), then the 
Consultant shall be selected by lot from among said two names accorded 
equally high preference, or, if there be no such names, from among the 
first names on each list. The Consultant so employed shall determine the 
matter in question as soon as feasible, The determination of the Consult - 
ant shall be final and binding on the parties, and the parties shall abide 
thereby. The fees and expenses of such Consultant shall be paid in equal 
proportions by the Buyer and Seller. 

3. (i) In the event it is determined by the parties or the Consult- 


ant that reserves are sufficient, but deliverability is insufficient, Seller 
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shall proceed with such additional development as may be necessary from 
time to time to comply with Section 3 of Article IV. In the event Seller 
shall fail within six (6) months from and after such determination to com- 
plete such additional development as may be necessary to comply with Sec- 
tion 3 of Article IV, Buyer shall have the right, in addition to all other rem- 
edies available to it by law, to reduce the Daily Contract Quantity to eighty 
three and one-third percent (83-1/3%) of the deliverability. 

(ii) In the event it is determined by the parties or the Consult- 
ant that reserves are insufficient, then Seller shall, within six (6) months 
from and after such determination, make every reasonable effort to make 
available and dedicate to this Contract such additional uncommitted quan- 
tities of gas as it may have or in the exercise of its sole discretion may 
acquire, as may be necessary to make up the deficiency in reserves and 
which are available at a point of delivery satisfactory to Buyer. In the 
event Seller shall fail to make available the additional reserves neces sary 
to make up such deficiency, Buyer shall have the right to reduce the Daily 
Contract Quantity in direct proportion to the deficiency in the reserves re- 
quired for the performance of this Contract for the remainder of the term 
hereof, 

(iii) In the event it is determined by the parties or the Con- 
sultant that Seller has dedicated reserves in excess of those required for 
Seller to perform this Contract for the remainder of the term hereof, Sell- 


er agrees to sell and Buyer agrees to purchase the gas from such excess 
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reserves under the terms and conditions of this Contract, and the appropri- 
ate increase in. the Daily Contract Quantity and the effective date thereof 
shall be agreed upon by Buyer and Seller or, if they fail to agree, shall be 
determined by arbit ration as provided in Article XV. Buyer and Seller 
agree to use their best endeavors to procure all permits, certificates, and 
other authorizations necessary to make the gas from such excess reserves 
available for the purpose of The Project. In the event the parties cannot 
obtain such authorizations in form acceptable to them within one and one- 
half (1-1/2) years after the said appropriate increase has been agreed upon 
or determined, then at the election of Seller said excess reserves shall be 
considered surplus to this Contract and Buyer shall have no further right 
to, or control of, such excess reserves or any portion thereof and Seller 
may sell, use or otherwise dispose of any gas therefrom in any manner that 
Seller in its judgment may deem advisable. 

4, Notwithstanding anything to the contrary contained in this Con- 
tract, Buyer's sole remedy for any insufficiency in the reserves required 
for the performance of this Contract shall be the reduction of the Daily Con- 
tract Quantity. 

5. Seller shall, from time to time at Buyer's request, furnish to 


Buyer such geological, engineering and production data available to Seller 


as may be needed for a study of the gas reserves and deliverability thereof, 


including electrical logs, core analyses and any and all information pertain- 


ing to such wells; provided, however, that Seller shall not be required to 
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furnish any data the release of which would be prejudicial, in Seller's 
Opinion, to its interests. 
ARTICLE XV - ARBITRATION 

Any arbitration provided for in this Contract or agreed to 
by the parties shall be conducted in accordance with the following pro- 
cedures and principles: 

Upon the written demand of either party and within ten (10) 
days from the date of such demand, each party shall appoint an arbitra- 
tor and the two arbitrators so appointed shall promptly thereafter appoint 
athird. Inthe event more than one party has executed this Contract as 
Seller and more than one of such parties is involved in the same contro- 
versy with Buyer, they shall be considered as one party. If either par- 
ty shall fail to appoint an arbitrator within ten (10) days from the date of 
such demand, then the arbitrator shall be appointed by a judge of the 
Supreme Court of Alberta, If the two arbitrators shall fail w‘thin ten 
(10) days from their appointment to agree upon and appoint the third arbi- 
trator, then upon the application of either party, such third arbitrator 
shall be appointed by a judge of the Supreme Court of Alberta. 

The arbitrators shall proceed immediately to hear and de- 
termine the matter in controversy. The award of the arbitrators, ora 
majority of them,shall be made within forty-five (45) days after the appoint - 
ment of the third arbitrator, subject to any reasonable delay due to unfore- 


seen circumstances. 
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The award of the arbitrators shall be drawn up in writing and 
signed by the arbitrators, or a majority of them, and shall be final and bind- 
ing on the parties, and the parties shall abide by the award and perform the 
terms and conditions thereof. Unless otherwise determined by the arbitra- 
torsthe fees and expenses of the arbitrator named for the Seller shall be paid 
by Seller, the fees and expenses of the arbitrator named for the Buyer shall 
be paid by the Buyer and the fees and expenses of the third arbitrator shall 
be paid in equal proportion by the Buyer and the Seller, 

ARTICLE XVI - MISCELLANEOUS PROVISIONS 

ig No waiver by Buyer or Seller of any default by the other under 
this Contract shall operate as a waiver as a future default, whether of a like 
or different character. 

Le This Contract shall bind and inure to the respective successors 
and assigns of the parties hereto; but no assignment shall release either par- 
ty from such party's obligations hereunder without the written consent of the 
other party to such release, which consent shall not be unreasonably withheld. 
Nothing herein contained shall prevent either party from pledging or mortgag- 
ing its rights hereunder as security for its indebtedness. 

a Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided for 
herein shall be directed to the party to whom given, made or delivered at such 


party's address as follows: 
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BUYER: Alberta and Southern Gas Co. Ltd, 
140-6th Avenue S. W. 
Calgary, Alberta 


SELLER: Shell Oil Company 
1027-8th Avenue West 
Calgary, Alberta 


Canadian Shell Explorations Limited 

600 University Avenue 

Toronto, Ontario. 
Any notice hereunder shall be deemed to have been given 48 hours after 
such notice has been deposited in a post office with requisite postage 
thereon, Hither party may change its address by giving written notice 
to the other party; provided, however, in no event shall Buyer be obli- 
gated to pay for gas purchased hereunder at a point outside of Canada or 


in currency other than Canadian currency. 


4. This Contract and the rights and obligations of the parties 
hereunder are subject to all present and future laws, rules, regulations 
and orders of any legislative body or duly constituted authority now or here- 


after having jurisdiction. 


5, This Contract shall be construed in accordance with the laws 


of the Province of Alberta. 


6. The headings used throughout this Contract are inserted for 
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reference purposes only and are not to be considered or taken into account 


in construing the terms and provisions of any Article nor to be deemed in 


any way to qualify, modify or explain the effects of any such term or pro- 


vision. 


IN WITNESS WHEREOF this Contract has been properly exe- 


cuted by the parties hereto as of the day and year first above written. 


fob lLER" 


ou ye 


SHELL OIL COMPANY 


(Seal) 


By Paul L. Kartzke 
Vice-President 


By 


CANADIAN SHELL EXPLORATIONS LIMITED 


By =.¥4 4). Graistrom (Seal) 
Vice-President 


By L;. &. Brown 
Assistant Secretary 


ALBERTA AND SOUTHERN GAS COv LYD, 


(Seal) 
By J, 5. Moulton 
Vice-President 


By R. L. Winton 
Sectretas ¥ 
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THIS GAS PURCHASE CONTRACT made the lst day of 


November, 1957, 


BETWEEN 


SHELL OIL COMPANY, a body corporate, 
having an office and carrying on business 

in the City of Calgary, in the Province of 

Alberta, and 


CANADIAN SHELL EXPLORATIONS 
LIMITED, a body corporate, having an 
office and carrying on business in the City 
of Toronto, in the Province of Ontario, 


(hereinafter jointly referred to as '"'Seller") 


: -and- 


ADB TA AND SOUTHERN GAS CO, LTD., 
a body corporate, having an office and 
carrying on business in the City of Calgary, 
in the Province of Alberta, 


OF THE FIRST PART 


(hereinafter referred to as ''Buyer"') 


OF THE SECOND PART 


Wet Siero Leh TPA: 
WHIEREAS Buyer is a subsidiary of Pacific Gas and Electric 
Company, a California corporation, hereinafter referred toas '"P, G. and 
E."; 
AND WHEREAS P. G, and E. and certain subsidiaries (includ- 


9 ing Buyer) and/or affiliates of P. G. and E., hereinafter referred to as 
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"the participants", propose to construct and operate a natural gas pipeline 
project, hereinafter called ''The Project", having for its principal purpose 
the transportation of gas purchased by Buyer to the existing integrated 


transmission and distribution system of P. G. and E. in the State of 


California; 
AND WHEREAS Seller owns or controls petroleum and natural 
gas rights or interests therein in the Crossfield Field, 


as same is outlined by the heavy black line on the map marked "Exhibit A" 
annexed hereto; and Seller will have a supply of gas available from said 
Field and desires to sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from 
Seller together with natural gas from others for The Project, 

NOW THEREFORE it is hereby agreed as follows: 
ARTICLE I - DEFINITIONS 

1, For the purpose of this Contract the following words and 
terms are defined as follows: 

(a) The word "'day' shall mean a period of twenty-four (24) 
consecutive hours, beginning and ending at 8:00 o'clock A, M. Mountain 
Standard Time. 

(b) The word "month" shall mean a period beginning at 8:00 
o'clock A.M. on the first day of a calendar month and ending at 8:00 
o'clock A.M. on the first day of the next succeeding calendar month, 


(c) The term "contract year" shall mean a period of twelve 
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consecutive months beginning with the month of July, the first contract 
year to begin with the month of July next following the date natural gas is 
first delivered hereunder, 

(d) The word "gas" shall mean either natural gas obtained 
from the wells or the residue remaining after the natural gas has been 
treated for the removal of any of its constituent parts other than methane 
and for the ce poops of methane to such extent as is necessary in removing 
other constituents,as the context may require. 

(e) The term ''Buyer's facilities'' shall mean the facilities 
constituting The Project, together with such gathering facilities if any, as 
may be built by others which are necessary to receive and transport the 
quantities of gas which Buyer undertakes to buy under this Contract. 

(f) The term "Seller's facilities' shall mean such facilities 
as are required for Seller or its nominee to gather, process and deliver 
gas to Buyer in accordance with the terms and conditions of this Contract. 

(g) The term ''Mcf" shall mean one thousand (1000) cubic 
feet of gas as determined on the measurement basis set forth in Article 
VI hereof. 

(h) The term 'BTU" shall mean British Thermal Unit. 

(i) The term ''gross heating value" shall mean the number 
of BTUs ina cubic foot of gas at a temperature of sixty degrees (60°) 
Fahrenheit, saturated with water vapor, and at an absolute pressure 


equivalent to thirty (30) inches of mercury at thirty-two degrees (32°) 
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Fahrenheit. 

(jje, ime sterim "Seller's lands'' shall mean those lands in said 
Field in, under and from which Seller now has or may hereafter acquire 
the right to drill for, produce and dispose of gas, and the said right. 

(k) The word "lease!" shall mean any right of the Seller to 
drill for, produce and dispose of gas in, under and from Seller's lands, 
and shall include any document evidencing such right. 

(1) The word "reserves" where used as a noun herein shall 
mean the quantities of merchantable gas which will be available to Seller 
from the total quantities of gas economically recoverable from Seller's 
lands after processing to satisfy the quality specifications of Section 1 of 
Article V hereof, less the quantities of gas reserved to Seller hereunder. 
ARTICLE II - CONDITIONS 

li Before The Project can be constructed and operated, all 
permits, certificates, and other authorizations required under applicable 
laws and regulations must be obtained. Buyer represents that Buyer and 
the other participants in The Project will use diligent efforts to procure 
such authorizations. Buyer shall notify Seller in writing within thirty (30) 
days after each such authorization, in form acceptable to Buyer, has been 
obtained, and furnish Seller a copy of such authorization. If such author- 
ization contains conditions that would preclude Buyer from fully perform - 
ing this Contract in accordance with its terms, Seller may within thirty (30) 
days after receipt of Buyer's notice give Buyer written notice of intention to 


terminate this Contract, stating in said notice the particular grounds of ob- 


‘ | 


8 /26* 


jection to the authorization; and unless Buyer shall promptly cause an appli- 
cation for rehearing to be made and such rehearing shall result in the author- 
ization being mcdified so as to meet Seller's objecticn, then this Contract shail 
terminate. in the event that on or before the expiration of fifteen (15) months 
from the date hereof all necessary authorizations in form acceptable to Buyer 
from the governmental authorities of the Province of Alberta shall not have 
been obtained, Seller may terminate this Contract by written notice to Buyer 
within sixty (60) days thereafter, aad in the event that on or before the expir~ 
ation of twenty-four (24) months from the date hereof all other necessary 
authorizations, in form acceptable to Buyer, shall rot have beer obtained, 
Seller may at any time thereafter give Buyer sixty (60) days' written notice of 
its intention to terminate this Contract and, unless prior to the expiration of 
said sixty (60) day period all of said authorizations shall have been obtained, 
this Contract shall terminate at the end of said sixty (60) day pericd. 

The provisions of this Section 1 shall apply mutatis mutandis to 
the permits, certificates, and other authorizations required to be obtained by 
Seller under applicable laws and regulations. 

fais Buyer represents that immediately upon all such authorizations 
being obtained by the participants, they will proceed with due diligence to 
construct The Project, and Seller agrees that it will proceed with due diligence 
to drill and develop Seller's lands and construct Seller's facilities. Each 
party ‘hereto will use its best efforts to the end that The Project may be plac- 
ed in operation by 30 November 1960. Inthe event Seller is capable of de- 
livering into The Project the quantity of gas required hereunder by 30 June 
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1961, or the expiration of thirty (30) months after all such authorizations 
have been obtained, whichever is the later, then, unless excused by 
Article XII hereof, Buyer shall thereafter pay for the quantity of gas it is 
obligated hereunder to take, or pay for if it does not take, 
ARTICLE Il - RESERVATIONS OF SELLER 

ds Seller hereby expressly reserves to itself the following rights, 
namely: to operate its properties, free from any control by Buyer, in such 
manner as Seller in its sole discretion may deem advisable, including, but 
not so as to restrict the generality of the foregoing, the right to determine 
when, whether and where any additional well will be drilled, or when and 
whether any well will be reworked or recompleted, or when and whether 
any of Seller's leases or gas wells cannot or has ceased to produce gas in 
paying quantities and is to be released or abandoned; to determine the 
manner in which the quantities of gas to be delivered hereunder shali be 
allocated to and produced by Seller from the respective gas wells of Seller 
on Seller's lands; to deliver to the persons entitled thereto the quantities of 
gas which such persons have reserved and are entitled to take in kind from 
Seller's lands; and to assign or farm out, subject to this Contract, any of 
Seller's leases. 

Lt Seller reserves to itself quantities of gas which may be re- 
quired for the development and operation of Seller's lands, including but not 
limited to, gas for gas lift operations and return to reservoir so long as 


such gas lift operations and return to reservoir do not interfere with Seller's 
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ability to deliver the quantity of gas required hereunder. Seller also 
reserves to itself sufficient quantities of gas for the operation of separator 
equipment, gasoline, and other extraction plants, compressor stations, 
and other facilities for the processing or handling of the gas to be deliver- 
ed hereunder and the products extracted therefrom. 

ie Seller may extract or permit the extraction of non-hydro- 
carbons and hydrocarbons other than methane from the gas to be delivered 
hereunder, and shall have the right to remove such methane as is necessar- 
ily removed from the gas in recovering other constituents; provided that 
Seller by such processing shall not reduce the gross heating value per cubic 
foot below one thousand (1000) BTUs unless required to do so to render the 
gas capable of meeting the quality specifications set forth in Article V here- 
of. 

4. Seller may unitize any of Seller's leases in said field and may 
participate in any oil or gas proration, conservation, ratable taking or other 
similar program, provided that in the event Seller's leases are unitized with 
other properties in said field this Contract will cover Seller's interest in the 
unit derived from such leases and the gas attributable thereto, and provided 
further that in the event such unitization or other such program is entered 
into voluntarily by Seller, it shall use its best efforts to protect Buyer's 
rights hereunder and to prevent an appreciable reduction or postponement 
in the delivery to Buyer of the quantities of gas set forth in Article IV hereof. 


Ds Seller shall not be required by the provisions hereof to produce 
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any well in excess of its allowable rate of flow as fixed by law or regula- 
tory bodies, or in excess of its maximum efficient rate of flow as determin- 
ed by Seller, or in excess of the current rate of production permitted Seller 
under the terms of applicable operating agreements in the case of a well 
jointly operated with other parties, whichever is the smallest quantity. 

6. For the period prior to the date on which The Project is placed 
in operation and for periods during which Buyer is prevented from taking de- 
livery of gas hereunder by any of the causes mentioned in Article XII, 

Seller shall have the right to sell and deliver gas to others in such quantities 
as may be necessary to prevent the flaring of gas or the termination of any 
of Seller's leases by reason of non-production, 


ARTICLE Wi QUuUANTITYIORVGAS 


Dy Seller estimates that its presently proven and probable reserves 
VEG 
are equal to a volume of not less than 25,000 Mcf per day for a twenty=- JSM 
PLK 


five (25) year period. The Daily Contract Quantity which is subject to in- 
crease or decrease from time to time pursuant to the provisions of this Con- 


JSM 
tract is initially 25,000 Mcf per day. Subject to the terms and con- PLK 


VFG 
ditions of this Contract, Seller agrees to sell and deliver gas to Buyer at the 
point of delivery referred to in Article VIII, when and as requested by Buyer, 
and Buyer agrees to purchase gas from Seller as follows: 
(i) In the event that the date of first delivery hereunder is prior 


to 30 June 1961, for the period from the date of first delivery to 30 June 1961, 


Seller shall use its best efforts to deliver each day to Buyer the volume of gas 
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requested by Buyer up to one hundred and twenty percent (120%) of “he 
Daily Contract Quantity and Buyer shall, during said period, use its best 
efforts to take an average daily volume equal to ninety percent (90%) of o 
Daily Contract Quantity. 

(ii) For the period beginning on 1 July 1961 or, if it be later, 
the date of first delivery hereunder, but in no event later than the expira- 
tion of thirty (30) months after all authorizations referred to in Article 7 
have been obtained, and ending the next succeeding June 30, and each con: 
tract year thereafter for the remainder of the terro hereof, Selier shall : 
liver each day to Buyer the volume of gas requested by Buyer up to one hui- 
dred and twenty percent (120%) of the Du], Contract Quantity; and Buyer 
shall take during each contract year, if available hereunde: 
available and not taken hereunder, a minimum average daily volume ey: 
to ninety percent (90%) of the Daily Contract Quantity; provided, however, 
that Buyer shall take, if available hereunder, not less than a minimum aver- 
age daily volume equal to eighty percent (80%) of the Daily Contract Quantity 
during each month and a minimum volume equal to seventy-five percent 
(75%) of the Daily Contract Quantity on each and every day. 

bre Seller agrees that it will use its best efforts to increase its avail-~ 
able reserves. In the event that by 1 July 1959 said reserves, as agreed to by 
Seller and Buyer or, if they are unable to agree, as determined by a Consultant 
selected in accordance with the provisions of Section 2 of Articie KIV, are 


equal to a volume of not less than one hundred and twenty-five percent (125%) 


8/26 


of the initial Daily Contract Quantity per day for a twenty-five (25) year 
period, then, subject to the obtaining of all necessary permits, certificates 
and other authorizations, Buyer and Seller agree to increase the initial Daily 
Contract Quantity by twenty-five percent (25%), effective 1 July 1962; pro- 
vided, further, that if by 1 July 1960 the said reserves, as agreed to or de- 
termined as aforesaid, are equal to a volume of not less than one hundred 
and fifty percent (150%) of the initial Daily Contract Quantity per day for a 
twenty-five (25) year period, the initial Daily Contract Quantity, subject to 
obtaining all necessary permits, certificates and other authorizations, will 
be increased by fifty percent (50%), effective 1 July 1963. 

a Seller agrees that Seller's facilities and the number of wells 
which Seller drills initially, and from time to time thereafter, shall be 
sufficient, with reasonable allowance for anticipated decreases in deliver- 
ability for any cause, including pressure decline, to enable it to deliver one 
hundred and twenty percent (120%) of the initial Daily Contract Quantity not 
later than the date The Project is ready for operation, and one hundred and 
twenty percent (120%) of the Daily Contract Quantity, as it may exist from 
time to time, thereafter; provided, however, that Seller shall not be re- 
quired to carry its overall development program beyond what the Seller con- 
siders to be commercially attractive. 

4. If Buyer fails to take an average daily quantity equal to ninety 
percent (90%) of the Daily Contract Quantity for any period specified in Sub- 


section (ii) of Section 1 of this Article, Buyer shall have the right during the 
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next two succeeding contract years after it has taken an average daily quan- 
tity equal to ninety percent (90%) of the Daily Contract Quantity during each 
such year, to take without further payment a quantity of gas up to the quan- 
tity paid for but not taken, but not to exceed on any one day, unless Seller 
consents thereto, a total volume greater than one hundred and twenty percent 
(120%) of the Daily Contract Quantity. 

ae If Seller fails for any twenty (20) days during any month to de- 
liver to Buyer the daily quantity of gas requested by Buyer up to one hundred 
and twenty percent (120%) of the Daily Contract Quantity (Buyer being ready, 
able and willing to take and pay for such quantity of gas) Buyer may notify 
Seller in writing of such failure or failures. Seller shall have such time as 
may be necessary, but in no event more than six (6) months from the date of 
receipt by Seller of Buyer's notice, in which to restore its ability to deliver 
such quantity, during which period the Daily Contract Quantity shall be reduced 
temporarily to a volume equal to eighty-three and one-third percent (83-1/3%) 
of the average daily volume of gas Seller delivered to Buyer during the twenty 
(20) days on which Buyer's notice was based. In the event Seller's attempts 
to restore its ability to deliver one hundred and twenty percent (120%) of the 
Daily Contract Quantity in effect prior to such notice are unsuccessful, as 
evidenced by Seller's failure to deliver such quantity on each day of a thirty 
(30) consecutive day test conducted by Seller and Buyer for the thirty (30) day 
period commencing on the day following the end of said six (6) months period, 


or at such earlier time as Seller may request, Buyer shall have the right to 


Eley 


t /26 


reduce the Daily Contract Quantity to a volume equal to eighty three and one- 
third percent (83-1/3%) of the average daily volume of gas Seller delivered 
to Buyer during the last fifteen (15) days of said delivery test. 

6. If in any contract year there are in effect two or more volumes 
representing the Daily Contract Quantity, then Buyer's minimum obligation 
for such contract year to pay for gas, whether or not taken, shall be based 
upon the sum of the products of ninety percent (90%) of each such volume and 


the number of days each such volume was in effect. 


ARTICLE V - QUALITY OF GAS 


OA The gas delivered hereunder shall be merchantable gas, at all 
times complying with the following quality requirements: 

(i) Heating Value: The gas delivered hereunder shall have a 
gross heating value of not less than nine hundred and seventy-five (975) BTUs 
per cubic foot, but, with the consent of Buyer, gas at a lower gross heating 
value may be delivered. 

(ii) Freedom from Objectionable Matter: The gas delivered by 
Seller hereunder: 

(a) Shall be commetcially free from sand, dust, gums, crude oil, 
impurities and other objectionable substances which may be injurious to pipe 
lines or which may interfere with its transmission through pipe lines or its 
commercial utilization. 

(b) Shall not have a hydrocarbon dew-point in excess of fifteen 


degrees (15°) Fahrenheit at pressures up to eight hundred (800) pounds per 
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square inch gauge. 

(c) Shall not contain more than one (1) grain of hydrogen sulphide 
per one hundred (100) cubic feet. 

(d) Shall not contain more than ten (10) grains of total sulphur per 
one hundred (100) cubic feet. 

(e) Shall not contain more than two percent (2%) by volume of car- 
bon dioxide. 

(f) Shall not contain more than four (4) pounds of water vapor per 
one million (1,000,000) cubic feet. 

(g) Shali not exceed one hundred and ten degrees (110°) Fahrenheit 
in temperature at the point of delivery. 

(h) Shall be as free of oxygen as Seller can keep it through the exer- 
cise of all reasonable precautions, and shall not in any event contain more 
than four-tenths of one percent (0.4%) by volume of oxygen. 

Phe Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made by 
Seller, at Seller's expense, by approved standard methods in general use in 
the gas industry, and the water vapor content of such gas shall be determined 
by Seller, at Seller's expense, by the use of a dew-point apparatus approved 
by Buyer and Seller. Tests shall be made by Seller frequently enough to 
assure that the gas is conforming continuously to the quality requirements. 
Buyer shall have the right to require Seller to remedy any deficiency of the gas 


in quality and, in the event such deficiency is not remedied, the right, in 
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addition to all other remedies available to it by law, to require Seller to 
discontinue deliveries hereunder until such deficiency is remedied. If 
Seller is unable to remedy the deficiency, Buyer's only remedy shall be 
the right to reduce the Daily Contract Quantity, as provided in Article IV, 
to eighty three and one-third percent (83-1/3%) of the volume which the 
Seller can deliver in conformity with the quality requirements hereof. 
ARTICLE VI - MEASUREMENT 

Ls Unit of Measurement: The unit of volume for purposes of 
measurement hereunder, except for gross heating value, shall be one (1) 
cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit and 
at a pressure of fourteen and seventy-three one-hundredths (14.73) pounds 
per square inch absolute. For purposes of measurement the atmospheric 
pressure at the point of measurement hereunder shall be assumed to be 
constant at 12.70 pounds per square inch absolute. 

Zs Sales Unit: The sales unit of the gas delivered hereunder shall 
be one thousand (1000) cubic feet, 

Bs Method of Measurement: All measuring equipment, devices 
and materials required in this Article shall be installed, maintained, and 
operated, or furnished, by Buyer at Buyer's expense. Seller may install 
and operate check measuring equipment provided it does not interfere with 
the use of Buyer's equipment. In determining the volumes of gas deliver- 
ed by Seller to Buyer at the point of delivery the following practices shall 


prevail: 
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(i) Metering: The gas shall be metered by one or more ori- 
fice meters installed and maintained, and volumes ghall be measured (except 
for correction for deviation from Boyle's Law), in accordance with the meth- 
ods prescribed in "Orifice Metering of Natural Gas'', Gas Measurement 
Committee Report No. 3, of the American Gas Association, including the 
Appendix thereto, as published April 1955 or any subsequent revision thereof 
acceptable to Buyer and Seller, Correction shall be made for deviation of 
the gas from Boyle's Law at the pressure and temperature at which the gas 
is metered. To determine the factors for such correction a quantitative 
analysis of the gas shall be made at reasonable intervals with such apparat-~ 
us as shall be agreed upon by Buyer and Seller, and such factors shall be ob- 
tained from data contained in 'Supercompressibility Factors for Natural Gas", 
Volumes 1 through 6, inclusive, or in "Tables for the Determination of Super- 
compressibility Factors for Natural Gas Containing Nitrogen and/or Carbon 
Dioxide", Volume 7, as published by the American Gas Association in 1955, 
or any subsequent revision thereof acceptable to Buyer and Seller, 

(ii) Specific Gravity: Tests to determine the specific gravity 
of the gas being metered shall be made by Buyer in accordance with the Amer- 
ican Petroleum Institute's Recommended Practice 50A dated April 1953, or 
any subsequent revision thereof acceptable to Buyer and Seller. The gas 
samples to be tested shall be representative of the gas being metered at the 
time such samples are taken and may be either spot samples or samples taken 


over a period of time. Samples shall be taken at reasonable intervals by 
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Buyer, provided that Buyer shall take additional samples when requested 
by Seller soto do. The specific gravity determined by any test shall apply 
to the gas metered from the date the spot sample was taken or from the 
commencement date of a sample taken over a period of time, as the case 
may be, until the next test. 

(iii) Temperature: The flowing temperature of the gas being 
metered shall be determined by means of a recording thermometer of a 
type acceptable to Buyer and Seller, installed and maintained by Buyer in 
accordance with the specifications set forth in said Gas Measurement Com- 
mittee Report No. 3. The arithmetical average of readings each day shall 
be deemed the gas temperature and used in computing the volume of gas 
metered during such day. 

(iv) Correction and Adjustment: If at any time any of the 
measuring equipment is registering inaccurately by an amount exceeding 
two percent (2%) at a reading corresponding to the average hourly rate of 
flow since the last preceding test, the previous readings of such equipment 
shall be corrected to zero error for any period definitely known or agreed 
upon, or if not so known or agreed upon, for a period of sixteen (16) days 
or one-half (1/2) of the elapsed time since the last test, whichever is short- 
ety If the measuring equipment is out of service, the volume of gas de- 
livered during such period shall be determined: 

(a) by using the data recorded by any check measuring equipment 


accurately registering; or 
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(b) if such check measuring equipment is not registering accur- 
ately but the percentage of error is ascertainable by a calibration test, by 
using the data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above can be 
used, by estimating the quantity delivered, by reference to deliveries under 
similar conditions during a period when the equipment was registering 
accurately. | 
No correction shall be made in the recorded volumes of gas delivered for 
inaccuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is com- 
mingled with gas of other producers in said field at the point of delivery 
hereunder, the practices set forth in the preceding Subsections of this Sec- 
tion 3 shall be applicable to the said commingled gas and Seller shall cause 
the operator of the processing plant to advise Buyer as to how the commin- 
gled gas taken by Buyer at such point shall be allocated between Seller and 
such other producers. 

4. Heating Value: Tests to determine the gross heating value of 
gas delivered shall be made by Buyer utilizing a Cutler-Hammer recording 
calorimeter, or the equivalent,  rantiell and maintained in accordance with 
General Order No, 58B, "Standards of Calorimetry for Gaseous Fuels", 
approved December 28, 1955 by the Public Utilities Commission of the State 
of California, or any subsequent revision thereof acceptable to Buyer and 


Seller. The gas samples to be tested shall be representative of the gas 
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delivered at the time such samples are taken and may be either spot sam- 
ples or samples taken over a period of time. Samples shall be taken at 
reasonable intervals by Buyer, provided that Buyer shall take additional 
samples when requested by Seller so to do, The gross heating value de- 
termined by any test shall apply to the gas delivered from the date the spot 
sample was taken or from the commencement date of a sample taken over a 
period of time, as the case may be, until the next test. The gross heating 
value per cubic foot of gas delivered shall be determined for any month by 
taking the arithmetical average of the daily heating values as determined in 
accordance with this Section 4. 
ARTICLE VIT - MEASURING AND TESTING EQUIPMENT 

i Ge Testing Meter Equipment: The accuracy of Buyer's measur- 
ing equipment shall be verified by test, using means and methods acceptable 
to Seller, at least once each month and at other times upon request of Buyer 
oT Seller, Notice of the time and nature of each test shall be given by 
Buyer to Seller sufficiently in advance to permit convenient arrangement for 
Seller's representative to be present. Tests and adjustments shall be made 
in the presence of and observed by a representative of Seller, if present, and 
if any of the measuring equipment is found to be registering inaccurately in 
any percentage, it shall be adjusted at once to read as accurately as possible. 
If, after notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. All 


tests of such measuring equipment shall be made at Buyer's expense, except 
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that Seller shall bear the expense of tests made at its request if the in- 
ae is found to be two percent (2%) or less. 

Zs Inspection of Equipment: Buyer and Seller shall have the right 
to inspect equipment installed or furnished by the other, and the charts and 
other measurement or test data of the other, at all times during business 
hours; but the reading, calibration and adjustment of such equipment and 
changing of charts shall be done only by the party installing and furnishing 
same. Unless the parties otherwise agree, each party shall preserve all 
original test data, charts and other similar records in such party's posses- 
sion for a period of at least six (6) years. 

ARTICLE VII - DELIVERY PRESSURE AND POINT OF DELIVERY 

Ly The delivery pressure of the gas delivered hereunder shall be 
any pressure required by Buyer not in excess of nine hundred (900) pounds 
per square inch gauge. In the event that compression facilities are re- 
quired to bring such gas to the pressure required by Buyer under this Sec- 
tion, then Seller shall have the option of installing such facilities, and in 
the event that Seller does not desire to install such facilities, then Buyer 
shall have the right to do so. In the event that both Buyer and Seller elect 
not to install compression facilities, then the Daily Contract Quantity shall 
be reduced to a volume equal to eighty three and one-third percent (83-1/3%) 
of the daily quantity of gas Seller is then capable of delivering to Buyer at 
such delivery pressure, If Buyer requests gas at a pressure higher than 


herein provided and Seller is willing and able to maintain such higher pressure, 
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then Seller shall be compensated for such higher pressure at a rate agreed 
upon between Buyer and Seller, 

Zi The point of delivery of all gas delivered hereunder shall be 
where such gas leaves Seller's facilities and enters Buyer's facilities at a 
central point in the field or at the outlet of the plant where Seller's gas is 
processed, 

Be Title to all gas delivered hereunder shall pass from Seller to 
Buyer at the point of delivery. Until passage of title Seller shall be deem- 
ed to be in control and possession of and be responsible for such gas, and 
thereafter Buyer shall be deemed to be in control and possession of and be 
responsible for such gas. 

ARTICLE IX = TERM OF CONTRACT 

Subject to the other provisions hereof, this Contract shall be 
effective from the date hereof and shall continue for a period of twenty-five 
(25) contract ee or until the expiration of Buyer's authorization to re- 
move gas purchased hereunder from the Province of Alberta, whichever 


first occurs. 


ARTICLE X - PRICE 


NS (i) The prices to be paid by Buyer for gas delivered here- 
under or required to be paid for if tendered and not taken, during the follow- 
ing respective periods, unless changed as hereinafter provided, shall be as 


follows: 
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Period Price 
From the date of initial delivery through 
June 30, 1961 ss ae 13.506 por Mef 
From July 1, 1961 through June 30, 1962... . 14.50¢ per Mcf 
From July 1, 1962 through June 30, 1963... . 15.25¢ per Mcf 
From July 1, 1963 through June 30, 1964... . 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965... . 16.25¢ per Mcf 
From July 1, 1965 through June 30, 1966... . 16.50¢ per Mcf 
From July 1, 1966 through June 30, 1967... . 16.75¢ per Mcf 
From July 1, 1967 through June 30, 1968... . 417.00¢ per Mcf 
From July 1, 1963 through June 30, 1973... . I17.25¢ per Mef 
From July 1, 1973 through June 30, 1978... . 18.50¢ per Mcf 
From July 1, 1978 through June 30, 1983... . 19.75¢ per Mcf 
From July 1, 1983 and thereafter during 
the term hereof 25. 02,000 per Met 
The foregoing prices are expressed in Canadian currency. 

(ii) Buyer and Seller shall endeavor to renegotiate the prices 
to be paid pursuant to this Contract for the pricing period commencing on 
July 1, 1968 and at each five year interval thereafter during the term of 
this Contract. 

(iii) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the 
manner in which negotiations are proceeding, then such party shall have the 
right to refer the matter to arbitration in accordance with Article XV. 

Regardless of anything herein elsewhere contained, any prices 
fixed by renegotiation or by arbitration shall in no event be effective earlier 
than the first day of such pricing period or be lower than the prices set forth 


in Subsection (i) of this Section l. 


aR The prices stated in Subsection (i) of Section 1] of this Article X 
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shall be applicable to gas delivered hereunder for any month with a gross 
heating value per cubic foot of gas of no more than one thousand and twenty- 
five (1025) BTUs and no less than one thousand (1000) BTUs. _ If the gross 
heating value per cubic foot of gas delivered hereunder for any month is less 
than one thousand (1000) BTUs or more than one thousand and twenty-five 
(1025) BTUs, the price of such gas shall be the product of the price stated in 
Subsection (i) of Section 1 of this Article X and the applicable multiplier se- 


lected from the following table: 


BTU Content Multiplier 

For gas with a BTU content of more than 1025 to 1050 inclusive 1,025 
For gas with a BTU content of more than 1050 to 1075 inclusive 1,050 
For gas with a BTU content of more than 1075 1.075 
For gas with a BTU content of less than 1000 to 975 inclusive e905 
For gas with a BTU content of less than 975 to 950 inclusive vol 
2. If at any time during the term of this Contract any new or in- 


creased occupation, production, severance or sales tax or taxes of similar 
nature or equivalent in effect (not including income, capital stock, franchise 
or property taxes), other than or in excess of a tax prevailing as of the date 
hereof, shall be imposed by any lawful authority on the gas delivered to Buy- 
er pursuant to this Contract or on or in respect to the production thereof, or 
on the sale thereof, so that Seller shall be required to pay such increase 
either directly or indirectly, Buyer shall, subject to the conditions herein- 
after set forth, pay to Seller one-half (1/2) of such new taxes or one-half 
(1/2) of any such increase in taxes. _ case any such reimbursement of 


taxes is to be made, Seller shall notify Buyer immediately and shall within 
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ninety (90) days prepare and submit to Buyer a statement setting forth the 
amount of such new or additional taxes that it has paid, and within thirty 
(30) days after submission of such statement Buyer shall reimburse Seller 
to the extent of one-half (1/2) of such new or additional taxes as herein de- 
fined which Seller shall have so paid. 

4, Notwithstanding any provision of this Contract to the contrary, 
if in order to comply with or by reason of any present or future law, rule, 
regulation or order of any governmental authority having jurisdiction, the 
basis or method of measurement of gas delivered hereunder is changed, 
then the price per Mcf for gas purchased hereunder shall be adjusted so that 
Seller will receive the same total payment as would have been rece ived had 
no such change in the basis or method of measurement been made. 

5. On or before August 15th of each year of the term hereof, com- 
mencing with the year 1968, Buyer will give written notice to Seller stating 
therein the weighted average of Buyer's cost per Mcf of gas purchased (in- 
cluding gas paid for but not taken) for the contract year ending on the immed- 
iately preceding June 30th, from gas producers delivering gas to Buyer or 
Buyer's nominee, from fields located in whole or in part within the Province 
of Alberta. In the event such weighted average of Buyer's cost per Mcf is 
greater than the price per Mcf payable to Seller under the provisions of this 
Contract other than the provisions of this Section 5 for gas deliverable to Buy- 
er hereunder for any month during the twelve (12) months period commencing 


on the next following November Ist, Buyer will increase the price per Mcf 
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payable to Seller for gas delivered hereunder during such month by an amount 
equal to the difference between such weighted average of Buyer's cost per Mcf 
and such price per Mcf payable to Seller under the provisions of this Contract 
other than the provisions of this Section 5, The term "Cost per Mcf" as used 
herein shall mean the purchase price per Mcf, plus the amount per Mcf, if any, 
paid by Buyer to a producer for the kind of taxes included in Section 3 of this 
Article paid or payable by the producer, and such purchase price per Mcf shall 
be determined with respect to such other purchases on the same basis of qual- 
ity (including BTU content), measurement, and terms and conditions of deliv- 
ery as provided for gas delivered hereunder. 

6, Currency Adjustment: 

(i) During any month in which the arithmetical average of the 
daily exchange rate of Canadian currency and United States currency as pub- 
lished at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern Day- 
light Time, as the case may be, by the Bank of Canada at the City of Ottawa, 
is not more than one Hundred and Five (105) United States Cents or not less 
than Ninety-five (95) United States Cents for One (1) Canadian Dollar, then the 
total quantity of gas delivered by the Seller to the Buyer in such month shall be 
considered sold and purchased at the prices provided for herein in Canadian 
ona 

(ii) During any month in which the average exchange rate deter- 
mined as provided in Subsection (i) above is in excess of One Hundred and 


Five (105) United States Cents and is not more than One Hundred and Ten (110) 
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United States Cents for One (1) Canadian Dollar, or is less than Ninety-five 
(95) United States Cents but not less than Ninety (90) United States Cents for 
One (1) Canadian Dollar, then the total quantity of gas delivered by the Sell- 
er to the Buyer in such month, subject to the provisions of Subsection (v) of 
this Section 6, shall be considered sold and purchased at the price in Canadian 
currency calculated as follows: 
LET: Pc = price payable in Canadian currency during the month; 


C = the volume of gas sold out of The Project during such 
month to purchasers for use in Canada; 


US 


the volume of gas sold out of The Project during such 
month to purchasers for use in the United States; 


P = price in the Contract; 


E = the average exchange rate during such month deter- 
mined in accordance with the provisions of Subsec-. 
tion (i) above; 


LIkN: In case such average exchange rate exceeds One Hundred and 
Five (105) United States Cents for One (1) Canadian Dollar: 
Balintifiic Bio Wael ie Bhat. Wate tienic an rach aeRO gst Seid Mas har cle conte cde tienen beeinesc 


Peeve ( C eo) 4 ( US xP x 105.) 
(Cu. 4, US (Cres US ae 


In case such average exchange rate is less than Ninety-five 
(95) United States Cents for One (1) Canadian Dollar: 


Po. = | C ee + ( US Pom os) 
(Gre US ) (useeiteuws iS te) 
(iii) In the event that such average exchange rate exceeds One 


Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for less than three (3) consecutive 


months, the price payable by Buyer to Seller for gas delivered hereunder dur- 
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ing such months shall be adjusted in accordance with the applicable formula 
set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Ninety (90) United States Cents, respectively, as 
the case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for at least three (3) consecutive 
months, then the currency adjustment formula to be used for such months 
and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however, that pending completion of 
such renegotiation the price payable by Buyer to Seller shall be calculated 
in accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6. The currency adjustment formula agreed upon in such renego- 
tiation shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Canadian Dollar, and the pay- 
ments between Buyer and Seller shall be adjusted accordingly. If the parties 
are unable to agree upon a currency adjustment formula within six (6) months 
then either party shall have the right to have the currency adjustment formula 
applicable during such period determined by arbitration in accordance with 
Article XV. 

(v) In no event shall the value of ''Pc'' as calculated under the 


provisions of Subsections (ii), (iii), and (iv) (for the period pending renego- 
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tiation as provided therein) of this Section 6 exceed or be less than the val- 
ue of "P", as the case may be, by more than One (1) Cent per Mcf. 
ARTICLE XI - BILLINGS AND PAYMENTS 
1, Buyer shall render to Seller on or before the fifteenth day of 
each month a statement as to the amount of gas delivered by Seller during 
the month preceding. Seller shall render an invoice therefor as soon as 
practicable after receipt of said statement. Unless objected to by either 
party within thirty (30) days after either the receipt by Seller of said state- 
ment, or, if during said thirty (30) day period Seller has requested the re- 
lated meter charts, after the receipt of such charts, said statement shall 
be accepted by both parties as correct. Buyer agrees to make payment 
(in Canadian currency) to Seller on or before the twenty-fifth day of such 
month or the tenth day after receipt of Seller's invoice, whichever shall 
occur later. Should Buyer fail to pay any amount due to Seller by the due 
date, interest thereon shall accrue at the rate of six percent (6%) per annum 
from such date until paid; and if such failure to pay continues for sixty (60) 
days, Seller thereafter may suspend deliveries of gas hereunder and if such 
failure continues for thirty (30) additional days, Seller thereafter may, in 
addition to all other remedies available to it by law, terminate this Contract; 
provided, however, in order for Seller to have the right to suspend deliver- 
ies or terminate this Contract, Seller must first have notified Buyer in writ- 
ing fifteen (15) days prior to exercising either or both of such rights of its 


intent to do so and give Buyer the right to pay the amount so due to Seller with- 
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in such fifteen (15) day period, Hither Buyer or Seller may submitto arbi- 
tration in accordance with Article XV any dispute as to the amount due Seller 
for gas delivered hereunder; and pending the arbitrators' award Seller's 
remedies hereinabove provided shall be suspended as to the amount in contro- 
versy. 

a If, by reason of the provisions of Article IV hereof that Buyer 
shall pay Seller for an average daily volume equal to ninety percent (90%) of 
the Daily Contract Quantity during each contract year, whether taken or not, 
a payment for gas not taken shall be due Seller from Buyer, such payment 
shall be made to Seller within sixty (60) days after the end of the contract 
year for which such payment shall be due. Said payment shall be based on 
the price in effect on the last day of said year. The provisions of Section 1 
of this Article as to non-payment shall be applicable to this Section 2. 

Jr All calculations with respect to the price per Mcf of gas shall 
be carried to five significant figures and the price per Mcf as so calculated 


rounded to the nearest one-hundredth (1/100th) of a cent. 


ARTICLE XII - FORCE MAJEURE 


ee If either party to this Contract shall fail to perform any obli- 
gation hereby im posed upon it and such failure shall be caused, or mater- 
ially contributed to, by any acts of God, strikes, lockouts, or other indus- 
trial disturbances, acts of the Queen's enemies, sabotage, wars, blockades, 
insurrections, riots, epidemics, landslides, lightning, earthquakes, floods, 


storms, fires, washouts, arrests and restraints of rulers and peoples, civil 
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disturbances, explosions, breakage of or accident to machinery or lines of 
pipe, hydrate obstructions of lines of pipe, temporary failure of gas supply, 
freezing of wells or delivery facilities, well blowouts, craterings, inability 

to obtain pipe, materials or equipment including those necessary for The 
Project, the order of any court or governmental authority which has been 
resisted in good faith by all reasonable legal means, or by any act or omisr¢ 
sion (including failure to take gas) of a purchaser of gas from Buyer, of a 
transporter of gas to Buyer, or of a transporter of gas purchased by Buyer, 
which is occasioned by any event or occurrence of the character described 

in this Article XIlas constituting force majeure, or any other cause, whether 
of the kind herein enumerated or otherwise, not within the control of the par- 
ty invoking this Article and which by the exercise of due diligence such party 
could not have prevented, or shall be occasioned by the necessity for making 
repairs to or reconditioning wells, machinery, equipment, or pipelines, not 
resulting from the fault or negligence of such party, such failure shall not be 
deemed to be a breach of the obligation of such party hereunder, but such 
party shall use reasonable diligence to put itself again in a position to carry 
out its obligations hereunder. The foregoing provisions shall be construed 
so as to reduce Buyer's obligation to pay for gas, whether or not taken, by an 
amount proportionate to the quantity of gas Buyer shall be unable to take in any 
contract year as a consequence of any of the aforementioned causes. Nothing 
contained herein shall be construed to require either party to settle a strike or 


lockout by acceding against its judgment to the demands of opposing parties. 
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ap No such cause affecting the performance of this Contract by 
either party shall continue to relieve such party from its obligation after 
the expiration of a reasonable period of time within which by the use of due 
diligence such party could have remedied the situation preventing its per- 
formance, nor shall any such cause relieve either party from its obligation 
to make payment of amounts then due hereunder, nor shall any such cause 
relieve either party from its obligation unless such party shall give notice 
thereof in writing to the other party with reasonable promptness; and like 
notice shall be given upon termination of such cause. 
ARTICLE XIII - WARRANTY OF TITLE AND RESPONSIBILITY OF SELLER 
Seller represents and warrants that it has full right and author- 
ity to enter into this Contract, that, subject to failure of title through inad - 
vertence or causes beyond the reasonable control of Seller and to the applic- 
able laws, rules and regulations, Seller's leases are, in Seller's opinion, in 
full force and effect and capable of being maintained and Seller agrees it will 
not,except throughinadvertence, sell, quit claim or otherwise dispose of any 
of said leases for as long as in Seller's opinion gas can be produced therefrom 
in paying quantities if the result of so doing will be to reduce Seller's ability 
to fully perform its undertakings hereunder, that Seller has title to the gas to 
be sold and delivered hereunder and that all such gas is owned and will be de- 
livered by Seller free from all liens and adverse claims, including liens to 
secure payment of any taxes. Seller shall at all times have the obligation to 


make settlements for all royalties and overriding royalties due and payments 
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to the mineral and royalty owners under Seller's leases and other docu- 
ments, as may appear of record or otherwise be binding upon Seller, and 
in accordance with the terms of the respective leases and other documents, 
and to make settlements with all other persons having any interest in the 
gas sold hereunder. Seller agrees to indemnify Buyer and save it harm- 
less from all suits, actions, debts, accounts, damages, costs, losses, 
liabilities and expenses arising from or out of claims of any or all persons 
to said gas or to royalties, taxes, or other charges thereon which attach 
before the title passes to Buyer or which may be levied and assessed upon 
the sale thereof to Buyer. In the event of any adverse claim of any char- 
acter whatsoever being asserted in respect to any of said gas, Buyer may 
retain, as security for the performance of Seller's obligations with respect 
to such claim under this Section, the purchase price thereof up to the amount 
of such claim, without incurring liability for interest, until such claim has 
been finally determined or until Seller shall have furnished bond to Buyer 
conditioned for the protection of Buyer with respect to such claim. 
ARTICLE XIV - RESERVES OF SELLER 

1, Seller dedicates exclusively to the performance of this Contract 
all its reserves and Seller agrees to make available to Buyer therefrom suffic- 
ient gas to ensure performance of this Contract. 

2. Commencing in the year 1963, prior to July 1 of said year and 
of each odd numbered year thereafter during the term hereof, Seller and 


Buyer will conduct a joint study of Seller's reserves dedicated hereto and the 
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deliverability therefrom to determine whether or not Seller is capable of 
performance of this Contract, and, if capable, whether Seller has dedi- 
cated to its performance reserves in excess of those required for perfor- 
mance of this Contract, In the event Seller and Buyer are unable to agree 
upon the amount of reserves dedicated hereto or the deliverability there- 
from, or both, a qualified independent consulting engineer or firm (herein 
referred to as ''Consultant'') shall be selected by the parties in the follow- 
ing manner to determine the matter in question, Seller and Buyer shall 
immediately exchange lists each containing in the order of preference the 
names of not less than five acceptable Consultants. The name appearing 
highest in the order of preference on both such lists shall be employed by 
the parties as the Consultant. In the event that there is no name in com- 
mon to both such lists, or that there are two names accorded equally high 
preference (considering their respective positions on both lists), then the 
Consultant shall be selected by lot from among said two names accorded 
equally high preference, or, if there be no such names, from among the 
first names on each list. The Consultant so employed shall determine the 
matter in question as soon as feasible. The determination of the Consult - 
ant shall be final and binding on the parties, and the parties shall abide 
thereby. The fees and expenses of such Consultant shall be paid in equal 
eieenations by the Buyer and Seller. 


Be (i) In the event it is determined by the parties or the Consult- 


ant that reserves are sufficient, but deliverability is insufficient, Seller 
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shall proceed with such additional development as may be neces sary from 
time to time to comply with Section 3 of Article IV. In the event Seller 
shall fail within six (6) months from and after such determination to com- 
plete such additional development as may be necessary to comply with Sec- 
tion 3 of Article IV, Buyer shall have the right, in addition to all other rem- 
edies available to it by law, to reduce the Daily Contract Quantity to eighty 
three and one-third percent (83-1/3%) of the deliverability, 

(ii) In the event it is determined by the parties or the Consult- 
ant that reserves are insufficient, then Seller shall, within six (6) months 
from and after such determination, make every reasonable effort to make 
available and dedicate to this Contract such additional uncommitted quan- 
tities of gas as it may have or in the exercise of its sole discretion may 
acquire, as may be necessary to make up the deficiency in reserves and 
which are available at a point of delivery satisfactory to Buyer. In the 
event Seller shall fail to make available the additional reserves necessary 
to make up such deficiency, Buyer shall have the right to reduce the Daily 
Contract Quantity in direct proportion to the deficiency in the reserves re- 
quired for the performance of this Contract for the remainder of the term 
hereof, 

(iii) In the event it is determined by the parties or the Con- 
sultant that Seller has dedicated reserves in excess of those required for 
Seller to perform this Contract for the remainder of the term hereof, Sell- 


er agrees to sell and Buyer agrees to purchase the gas from such excess 
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reserves under the terms and conditions of this Contract, and the appropri- 
ate increase in. the Daily Contract Quantity and the effective date thereof 
shall be agreed upon by Buyer and Seller or, if they fail to agree, shall be 
determined by arbit ration as provided in Article XV. Buyer and Seller 
agree to use their best endeavors to procure all permits, certificates, and 
other authorizations necessary to make the gas from such excess reserves 
available for the purpose of The Project. In the event the parties cannot 
obtain such authorizations in form acceptable to them within one and one- 
half (1-1/2) years after the said appropriate increase has been agreed upon 
or determined, then at the election of Seller said excess reserves shall be 
considered surplus to this Contract and Buyer shall have no further right 
to, or control of, such excess reserves or any portion thereof and Seller 
may sell, use or otherwise dispose of any gas therefrom in any manner that 
Seller in its judgment may deem advisable. 

4, Notwithstanding anything to the contrary contained in this Con- 
tract, Buyer's sole remedy for any insufficiency in the reserves required 
for the performance of this Contract shall be the reduction of the Daily Con- 
tract Quantity. 

5, Seller shall, from time to time at Buyer's request, furnish to 
Buyer such geological, engineering and production data available to Seller 
as may be needed for a study of the gas reserves and deliverability thereof, 
including electrical logs, core analyses and any and all information pertain- 


ing to such wells; provided, however, that Seller shall not be required to 
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furnish any data the release of which would be prejudicial, in Seller's 


Opinion, to its interests. 


ARTICLE XV - ARBITRATION 


Any arbitration provided for in this Contract or agreed to 
by the parties shall be conducted in accordance with the following pro- 
cedures and principles: 

Upon the written demand of either party and within ten (10) 
days from the date of such demand, each party shall appoint an arbitra- 
torand the two arbitrators so appointed shall promptly thereafter appoint 
athird. Inthe event more than one party has executed this Contract as 
Seller and more than one of such parties is involved in the same contro- 
versy with Buyer, they shall be considered as one party. If either par- 
ty shall fail to appoint an arbitrator within ten (10) days from the date of 
such demand, then the arbitrator shall be appointed by a judge of the 
Supreme Court of Alberta. If the two arbitrators shall fail w'thin ten 
(10) days from their appointment to agree upon and appoint the third arbi- 
trator, then upon the application of either party, such third arbitrator 
shall be appointed by a judge of the Supreme Court of Alberta. 

The arbitrators shall proceed immediately to hear and de- 
termine the matter in controversy. The award of the arbitrators, ora 
majurity of them,shall be made within forty-five (45) days after the appoint- 
ment of the third arbitrator, subject to any reasonable delay due to unfore- 


seen circumstances, 
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The award of the arbitrators shall be drawn up in writing and 
signed by the arbitrators, or a majority of them, and shall be final and bind- 
ing on the parties, and the parties shall abide by the award and perform the 
terms and conditions thereof, Unless otherwise determined by the arbitra- 
torsthe fees and expenses of the arbitrator named for the Seller shall be paid 
by Seller, the fees and expenses of the arbitrator named for the Buyer shall 
be paid by the Buyer and the fees and expenses of the third arbitrator shall 
be paid in equal proportion by the Buyer and the Seller. 

ARTICLE XVI - MISCELLANEOUS PROVISIONS 

1 No waiver by Buyer or Seller of any default by the other under 
this Contract shall operate as a waiver of a future default, whether of a like 
or different character. 

rip This Contract shall bind and inure to the respective successors 
and assigns of the parties hereto; but no assignment shall release either par- 
ty from such party's obligations hereunder without the written consent of the 
other party to such release, which consent shall not be unreasonably withheld. 
Nothing herein contained shall prevent either party from pledging or mortgag- 
ing its rights hereunder as security for its indebtedness. 

os Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided for 
herein shall be directed to the party to whom given, made or delivered at such 


party's address as follows: 
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BUYER: Alberta and Southern Gas Co, Ltd. 
140-6th Avenue S. W. 
Calgary, Alberta 


SELLER: Shell Oil Company 
1027-8th Avenue West 
Calgary, Alberta 


Canadian Shell Explorations Limited 

600 University Avenue 

Toronto, Ontario. 
Any notice hereunder shall be deemed to have been given 48 hours after 
such notice has been deposited ina post office with requisite postage 
thereon, Either party may change its address by giving written notice 
to the other party; provided, however, in no event shall Buyer be obli- 
gated to pay for gas purchased hereunder at a point outside of Canada or 


in currency other than Canadian currdéucy, 


4, This Contract and the rights and obligations of the parties 
hereunder are subject to all present and future laws, rules, regulations 
and orders of any legislative body or duly constituted authority now or here- 


after having jurisdiction. 


5, This Contract shall be construed in accordance with the laws 


of the Province of Alberta. 


6. The headings used throughout this Contract are inserted for 


as 
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reference purposes only and are not to be considered or taken into account 


in construing the terms and provisions of any Article nor to be deemed in 


any way to qualify, modify or explain the effects of any such term or pro- 


vision. 


IN WITNESS WHEREOF this Contract has been properly exe- 


cuted by the parties hereto as of the day and year first above written. 


ro ced Grp By oS ay 


> Le rs 


SHELL OIL COMPANY 


(Seal) 


By Paul L. Kartzke 
Vice-President 


By 


CANADIAN SHELL EXPLORATIONS LIMITED 


By Vv. 8: Grafstrom (Seal) 


Vice-Fresident 


By IT, By. Brown 
Assistant Secretary 


ALBERTA. AND SOUTHERNPGAS COW ERD: 
(Seal) 


By JI. S. Moulton 
Vice-President 


By Boy. 1) Wanton 
Secretary 
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THIS GAS PURCHASE CONTRACT made the lst day of 


November, 1957, 


BETWEEN 


SHELL OIL COMPANY, a body corporate, 

having an office and carrying on business 

in the City of Calgary, in the Province of 

Alberta, and 

CANADIAN SHELL EXPLORATIONS 

LIMITED, a body corporate, having an 

office and carrying on business in the City 

of Toronto, in the Province of Ontario, 
(hereinafter jointly referred to as "Seller'') 

OFT aa FIRST PARTY 
-and- 

PoEDIGnigA AND SOUTHERN GAS CO, LTD,, 

a body corporate, having an office and 

carrying on business in the City of Calgary, 

in the Province of Alberta, 


(hereinafter referred to as ''Buyer") 


OF THE SECOND PART 


WeiLa No he or AAT: 
WHIEREAS Buyer is a subsidiary of Pacific Gas and Electric 
Company, a California corporation, hereinafter referred toas '"P, G. and 
EL"; 
AND WHEREAS P. G, and E. and certain subsidiaries (includ- 


ing Buyer) and/or affiliates of P. G. and E., hereinafter referred to as 
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"the participants", propose to construct and operate a natural gas pipeline 
project, hereinafter called The Project", having for its principal purpose 
the transportation of gas purchased by Buyer to the existing integrated 


transmission and distribution system of P. G. and E. in the State of 


California; 
AND WHEREAS Seller owns or controls petroleum and natural 
gas rights or interests therein in the Sarcee Field, 


as same is outlined by the heavy black line on the map marked "Exhibit A" 
annexed hereto; and Seller will have a supply of gas available from said 
Field and desires to sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from 
Seller together with natural gas from others for The Project. 

» NOW THEREFORE it is hereby agreed as follows: 
ARTICLE I - DEFINITIONS 

ls For the purpose of this Contract the following words and 
terms are defined as follows: 

(a) The word ''day'' shall mean a period of twenty-four (24) 
consecutive hours, beginning and ending at 8:00 o'clock A. M. Mountain 
Standard Time, 

(b) The word 'month" shall mean a period beginning at 8:00 
o'clock A.M. on the first day of a calendar month and ending at 8:00 
o'clock A.M. on the first day of the next succeeding calendar month, 


(c) The term "contract year" shall mean a period of twelve 
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consecutive months beginning with the month of July, the first contract 
year to begin with the month of July next following the date natural gas is 
first delivered hereunder, 

(d) The word "gas'' shall mean either natural gas obtained 
from the wells or the residue remaining after the natural gas has been 
treated for the removal of any of its constituent parts other than methane 
and for the removal of methane to such extent as is necessary in removing 
other constituents,as the context may require. 

(e) The term ''Buyer's facilities" shall mean the facilities 
constituting The Project, together with such gathering facilities if any, as 
may be built by others which are necessary to receive and transport the 
quantities of gas which Buyer undertakes to buy under this Contract. 

(f) The term "Seller's facilities'' shall mean such facilities 
as are required for Seller or its nominee to gather, process and deliver 
gas to Buyer in accordance with the terms and conditions of this Contract. 

(g) The term '"Mcf" shall mean one thousand (1000) cubic 
feet of gas as determined on the measurement basis set forth in Article 
VI hereof. 

(h) The term "BTU" shall mean British Thermal Unit. 

(i) The term "gross heating value" shall mean the number 
of BTUs ina cubic foot of gas at a temperature of sixty degrees (60°) 
Fahrenheit, saturated with water vapor, and at an absolute pressure 


equivalent to thirty (30) inches of mercury at thirty-two degrees (32°) 
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Fahrenheit. 

(j) The term "Seller's lands" shall mean those lands in said 
Field in, under and from which Seller now has or may hereafter acquire 
the right to drill for, produce and dispose of gas, and the said right. 

(k) The word "lease" shall mean any right of the Seller to 
drill for, produce and dispose of gas in, under and from Seller's lands, 
and shall include any document evidencing such right. 

(1) The word ''reserves" where used as a noun herein shall 
mean the quantities of merchantable gas which will be available to Seller 
from the total quantities of gas economically recoverable from Seller's 
lands after processing to satisfy the quality specifications of Section 1 of 
Article V hereof, less the quantities of gas reserved to Seller hereunder. 
ARTICLE II - CONDITIONS 

de Before The Project can be constructed and operated, all 

permits, certificates, and other authorizations required under applicable 
laws and regulations must be obtained. Buyer represents that Buyer and 
the other participants in The Project will use diligent efforts to procure 
such authorizations. Buyer shall notify Seller in writing within thirty (30) 
days after each such authorization, in form acceptable to Buyer, has been 
obtained, and furnish Seller a copy of such authorization. If such author- 
ization contains conditions that would preclude Buyer from fully perform - 
ing this anteact in accordance with its terms, Seller may within thirty (30) 
days after receipt of Buyer's notice give Buyer written notice of intention to 


terminate this Contract, stating in said notice the particular grounds of ob- 
( Vv. Ey G.) 
A (1a, se) 
i (eal ccates! 
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jection to the authorization; and wnless Buyer shall promptly cause an appli- 
cation for rehearing to be made and such rehearing shall result in the author- 
ization being mecdified so as to meet Seller's objection, then this Contract shall 
terminate, Inthe event that on or before the expiration of fifteen (15) months 
from the date hereof all necessary authorizations in form acceptable to Buyer 
from the governmental authorities of the Province of Alberta shall not have 
been obtained, Seller may terminate this Contract by written notice to Buyer 
within sixty (60) days thereafter, aad in the event that on or before the expir~ 
ation of twenty-four (24) months from the date hereof all other necessary 
authorizations, in form acceptable to Buyer, shall rot have beer obtained, 
Seller may at any time thereafter give Buyer sixty (60) days' written notice of 
its intention te terminate this Contract and, unless prior to the expiration of 
said sixty (60) day period all of said authorizations shall have been obtained, 
this Contract shall terminate at the end of said sixty (60) day period. 

The provisions of this Section | shall apply mutatis mutandis to 
the permits, certificates, and other authorizations required to be obtained by 
Seller under applicable laws and regulations. 

fey Buyer represents that immediately upon all such wuthorizations 
being obtained by the participants, they will proceed with due diligence to 
construct The Project, and Seller agrees that it will preceed with due diligence 
to drill and develop Seller's lands and construci Seller's facilities. Each 
party hereto will use its best efforts to the end that The Project may be plac- 
ed in operation by 30 November 1960. In the event Seller is capable of de- 


livering into The Project the quantity of gas required hereunder by 30 June 
a a a ot | 
oceans: 
Ds (J.S.M.) 
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1961, or the expiration of thirty (30) months after all such authorizations 
pees been obtained, whichever is the later, then, unless excused by 
Article XII hereof, Buyer shall thereafter pay for the quantity of gas it is 
obligated hereunder to take, or pay for if it does not take. 
ARTICLE Ill - RESERVATIONS OF SELLER 

i Seller hereby expresaly reserves to itself the following rights, 
namely: to operate its properties, free from any control by Buyer, in such 
manner as Seller in its sole discretion may deem advisable, including, but 
not so as to restrict the generality of the foregoing, the right to determine 
when, whether and where any additional well will be drilled, or when and 
whether any well will be reworked or recompleted, or when and whether 
any of Seller's leases or gas wells cannot or has ceased to produce gas in 
paying quantities and is to be released or abandoned; to determine the 
manner in which the quantities of gas to be delivered hereunder shall be 
allocated to and produced by Seller from the respective gas wells of Seller 
on Seller's lands; to deliver to the persons entitled thereto the quantities of 
gas which such persons have reserved and are entitled to take in kind from 
Seller's lands; and to assign or farm out, subject to this Contract, any of 
Seller's leases. 

Qe Seller reserves to itself quantities of gas which may be re- 
quired for the development and operation of Seller's lands, including but not 
limited to, gas for gas lift operations and return to reservoir so long as 


such gas lift operations and return to reservoir do not interfere with Seller's 
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ability to deliver the quantity of gas required hereunder. Seller also 
reserves to itself sufficient quantities of gas for the operation of separator 
equipment, gasoline, and other extraction plants, compressor stations, 
and other facilities for the processing or handling of the gas to be deliver- 
ed hereunder and the products extracted therefrom. 

oF Seller may extract or permit the extraction of non-hydro- 
carbons and hydrocarbons other than methane from the gas to be delivered 
hereunder, and shall have the right to remove such methane as is necessar- 
ily removed from the gas in recovering other constituents; provided that 
Seller by such processing shall not.reduce the gross heating value per cubic 
foot below one thousand (1000) BTUs unless required to do so to render the 
gas capable of meeting the quality specifications set forth in Article V here- 
of. 

4, Seller may unitize any of Seller's leases in said field and may 
participate in any oil or gas proration, conservation, ratable taking or other 
similar program, provided that in the event Seller's leases are unitized with 
other properties in said field this Contract will cover Seller's interest in the 
unit derived from such leases and the gas attributable thereto, and provided 
further that in the event such unitization or other such program is entered 
into voluntarily by Seller, it shall use its best efforts to protect Buyer's 
rights hereunder and to prevent an appreciable reduction or postponement 
in the delivery to Buyer of the quantities of gas set forth in Article IV hereof. 


ays Seller shall not be required by the provisions hereof to produce 
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a) any well in excess of its allowable rate of flow as fixed by law or regula- 
tory bodies, or in excess of its maximum efficiént rate of flow as determin- 
ed by Seller, or in excess of the current rate of production permitted Seller 
under the terms of applicable operating agreements in the case of a well 
jointly operated with other parties, whichever is the smallest quantity. 

6, For the period prior to the date on which The Project is placed 
in operation and for periods during which Buyer is prevented from taking de- 
livery of gas hereunder by any of the causes mentioned in Article XII, 

Seller shall hers the right to sell and deliver gas to others in such quantities 
as may be necessary to prevent the flaring of gas or the termination of any 


of Seller's leases by reason of non-production. 


A ARTIC GERIV'= QUANTIPY OR*GAS 
Le Seller estimates that its presently proven and probable reserves 
are equal to a volume of not less than 60,000 Mcf per day for a twenty- 


five (25) year period. The Daily Contract Quantity which is subject to in- 
crease or decrease from time to time pursuant to the provisions of this Con- 
tract is initially 60,000 Mcf per day. Subject to the terms and con- 
ditions of this Contract, Seller agrees to sell and deliver gas to Buyer at the 
point of delivery referred to in Article VIII, when and as requested by Buyer, 
and Buyer agrees to purchase gas from Seller as follows: 

(i) In the event that the date of first delivery hereunder is prior 
to 30 June 1961, for the period from the date of first delivery to 30 June 1961, 


Seller shall use its best efforts to deliver each day to Buyer the volume of gas 
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requested by Buyer up to one hundred and twenty percent (120%) of the 
Daily Contract Quantity and Buyer shall, during said period, use its best 
efforts to take an average daily volume equal to ninety percent (90%) of the 
Daily Contract Quantity. 

(ii) For the period beginning on 1 July 1961 or, if it be later, 
the date of first delivery hereunder, but in no event later than the expira- 
tion of thirty (30) months after all authorizations referred to in Article II 
have been obtained, and ending the next succeeding June 30, and each con- 
tract year thereafter for the remainder of the term hereof, Seller shall de- 
liver each day to Buyer the volume of gas requested by Buyer up to one hun- 
dred and twenty percent (120%) of the Daily Contract Quantity; and Buyer 
shall take during each contract year, if available hereunder, or pay for, if 
available and not taken hereunder, a minimum average daily volume equal 
to ninety percent (90%) of the Daily Contract Quantity; provided, however, 
that Buyer shall take, if available hereunder, not less than a minimum aver- 
age daily volume equal to eighty percent (80%) of the Daily Contract Quantity 
during each month and a minimum volume equal to seventy-five percent 
(75%) of the Daily Contract Quantity on each and every day. 

aie Seller agrees that it will use its best efforts to increase its avail- 

able reserves. In the event that by 1 July 1959 said reserves, as agreed to by 
Seller and Buyer or, if they are unable to agree, as determined by a Consultant 
selected in accordance with the provisions of Section 2 of Article XIV, are 


equal to a volume of not less than one hundred and twenty-five percent (125%) 
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of the initial Daily Contract Quantity per day for a twenty-five (25) year 
period, then, subject to the obtaining of all necessary permits, certificates 
and other authorizations, Buyer and Seller agree to increase the initial Daily 
Contract Quantity by twenty-five percent (25%), effective 1 July 1962; pro- 
vided, further, that if by 1 July 1960 the said reserves, as agreed to or de- 
termined as aforesaid, are equal to a volume of not less than one hundred 
and fifty percent (150%) of the initial Daily Contract Quantity per day for a 
twenty-five (25) year period, the initial Daily Contract Quantity, subject to 
obtaining all necessary permits, certificates and other authorizations » will 
be increased by fifty percent (50%), effective 1 July 1963. 

et, Seller agrees that Seller's facilities and the number of wells 
which Seller drills initially, and from time to time thereafter, shall be 
sufficient, with reasonable allowance for anticipated decreases in deliver- 
ability for any cause, including pressure decline, to enable it to deliver one 
hundred and twenty percent (120%) of the initial Daily Contract Quantity not 
later than the date The Project is ready for operation, and one hundred and 
twenty percent (120%) of the Daily Contract Quantity, as it may exist from 
time to time, thereafter; provided, however, that Seller shall not be re- 
quired to carry its overall development program beyond what the Seller con- 
siders to be commercially attractive. 

4, If Buyer fails to take an average daily quantity equal to ninety 
percent (90%) of the Daily Contract Quantity for any period specified in Sub- 


section (ii) of Section 1 of this Article, Buyer shall have the right during the 
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next two succeeding contract years after it has taken an average daily quan- 
tity equal to ninety percent (90%) of the Daily Contract Quantity during each 
such year, to take without further payment a quantity of gas up to the quan- 
tity paid for but not taken, but not to exceed on any one day, unless Seller 
consents thereto, a total volume greater than one hundred and twenty percent 
(120%) of the Daily Contract Quantity. 

so If Seller fails for any twenty (20) days during any month to de- 
liver to Buyer the daily quantity of gas requested by Buyer up to one hundred 
and twenty percent (120%) of the Daily Contract Quantity (Buyer being ready, 
able and willing to take and pay for such quantity of gas) Buyer may notify 
Seller in writing of such failure or failures. Seller shall have such time as 
may be necessary, but in no event more than six (6) months from the date of 
receipt by Seller of Buyer's notice, in which to restore its ability to deliver 
such quantity, during which period the Daily Contract Quantity shall be reduced 
temporarily to a volume equal to eighty-three and one-third percent (83-1/3%) 
of the average daily volume of gas Seller delivered to Buyer during the twenty 
(20) days on which Buyer's notice was based. In the event Seller's attempts 
to restore its ability to deliver one hundred and twenty percent (120%) of the 
Daily Contract Quantity in effect prior to such notice are unsuccessful, as 
evidenced by Seller's failure to deliver such quantity on each day of a thirty 
(30) consecutive day test conducted by Seller and Buyer for the thirty (30) day 
period commencing on the day following the end of said six (6) months period, 


or at such earlier time as Seller may request, Buyer shall have the right to 
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reduce the Daily Contract Quantity to a volume equal to eighty three and one- 
third percent (83-1/3%) of the average daily volume of gas Seller delivered 
to Buyer during the last fifteen (15) days of said delivery test. 

an If in any contract year there are in effect two or more volumes 
representing the Daily Contract Quantity, then Buyer's minimum obligation 
for such contract year to pay for gas, whether or not taken, shall be based 
upon the sum of the products of ninety percent (90%) of each such volume and 
the number of days each such volume was in effect. 

ARTICLE V_ - QUALITY OF GAS 

dy The gas delivered hereunder shall be merchantable gas, at all 
times complying with the following quality requirements: 

(i) Heating Value: The gas delivered hereunder shall have a 
gross heating value of not less than nine hundred and seventy-five (975) BTUs 
per cubic foot, but, with the consent of Buyer, gas at a lower gross heating 
value may be delivered. 

(11) Freedom from Objectionable Matter: The gas delivered by 
Seller hereunder: 

(a) Shall be commercially free from sand, dust, gums, crude oil, 
impurities and other objectionable substances which may be injurious to pipe 
lines or which may interfere with its transmission through pipe lines or its 
commercial utilization. 

(b) Shall not have a hydrocarbon dew-point in excess of fifteen 


degrees (15°) Fahrenheit at pressures up to eight hundred (800) pounds per 
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square inch gauge, 

(c) Shall not contain more than one (1) grain of hydrogen sulphide 
per one hundred (100) cubic feet. 

(d) Shall not contain more than ten (10) grains of total sulphur per 
one hundred (100) cubic feet. 

(e) Shall not contain more than two percent (2%) by volume of car- 
bon dioxide. 

(f) Shall not contain more than four (4) pounds of water vapor per 
one million (1,000,000) cubic feet, 

(g) Shall not exceed one hundred and ten degrees (110°) Fahrenheit 
in temperature at the point of delivery. 

(h) Shall be as free of oxygen as Seller can keep it through the exer- 
cise of all reasonable precautions, and shall not in any event contain more 
than four-tenths of one percent (0. 4%) by volume of oxygen. 

Ls Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made by 
Seller, at Seller's expense, by approved standard methods in general use in 
the gas industry, and the water vapor content of such gas shall be determined 
by Seller, at Seller's expense, by the use of a dew~point apparatus approved 
by Buyer and Seller. Tests shall be made by Seller frequently enough to 
assure that the gas is conforming continuously to the quality requirements. 
Buyer shall have the right to require Seller to remedy any deficiency of the gas 


in quality and, in the event such deficiency is not remedied, the right, in 
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addition to all other remedies available to it by law, to require Seller to 
discontinue deliveries hereunder until such deficiency is remedied. If 
Seller is unable to remedy the deficiency, Buyer's only remedy shall be 
the right to reduce the Daily Contract Quantity, as provided in Article IV, 
to eighty three and one-third percent (83~1/3%) of the volume which the 
Seller can deliver in conformity with the quality requirements hereof, 
ARTICLE VI - MEASUREMENT 

Ls Unit of Measurement: The unit of volume for purposes of 
measurement hereunder, except for gross heating value, shall be one (1) 
cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit and 
at a pressure of fourteen and seventy-three one-hundredths (14.73) pounds 
per square inch absolute. For purposes of measurement the atmospheric 
pressure at the point of measurement hereunder shall be assumed to be 
constant at 12.40 pounds per square inch absolute, 

Qi Sales Unit: The sales unit of the gas delivered hereunder shall 
be one thousand (1000) cubic feet. 

oe Method of Measurement: All measuring equipment, devices 
and materials required in this Article shall be installed, maintained, and 
operated, or furnished, by Buyer at Buyer's expense, Seller may install 
and operate check measuring equipment provided it does not interfere with 
the use of Buyer's equipment. In determining the volumes of gas deliver- 
ed by Seller to Buyer at the point of delivery the following practices shall 


prevail: 
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(i) Metering: The gas shall be metered by one or more ori- 
fice meters installed and maintained, and volumes shall be measured (except 
for correction for deviation from Boyle's Law), in accordance with the meth- 
ods prescribed in "Orifice Metering of Natural Gas'', Gas Measurement 
Committee Report No. 3, of the American Gas Association, including the 
Appendix thereto, as published April 1955 or any subsequent revision thereof 
acceptable to Buyer and Seller, Correction shall be made for deviation of 
the gas from Boyle's Law at the pressure and temperature at which the pas 
is metered. To determine the factors for such correction a quantitative 
analysis of the gas shall be made at reasonable intervals with such apparat-~- 
us as shall be agreed upon by Buyer and Seller, and such factors shall be ob- 
tained from data contained in "Supercompressibility Factors for Natural Gas", 
Volumes 1 through 6, inclusive, or in "Tables for the Determination of Super - 
compressibility Factors for Natural Gas Containing Nitrogen and/or Carbon 
Dioxide'"', Volume 7, as published by the American Gas Association in B9'55, 
or any subsequent revision thereof acceptable to Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific gravity 
of the gas being metered shall be made by Buyer in accordance with the Amer- 
ican Petroleum Institute's Recommended Practice 50A dated April 1953 );°or 
any subsequent revision thereof acceptable to Buyer and Seller, The gas 
samples to be tested shall be representative of the gas being metered at the 
time such samples are taken and may be either spot samples or samples taken 


over a period of time. Samples shall be taken at reasonable intervals by 
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Buyer, provided that Buyer shall take additional samples when requested 
by Seller sotodo, The specific gravity determined by any test shall apply 
to the gas metered from the date the spot sample was taken or from the 
commencement date of a sample taken over a period of time, as the case 
may be, until the next test. 

(iii) Temperature: The flowing temperature of the gas being 
metered shall be determined by means of a recording thermometer of a 
type acceptable to Buyer and Seller, installed and maintained by Buyer in 
accordance with the specifications set forth in said Gas Measurement Com- 
mittee Report No. 3. The arithmetical average of readings each day shall 
be deemed the gas temperature and used in computing the volume of gas 
metered during such day. 

(iv) Correction and Adjustment: If at any time any of the 
measuring equipment is registering inaccurately by an amount exceeding 
two percent (2%) at a reading corresponding to the average hourly rate of 
flow since the last preceding test, the previous readings of such equipment 
shall be corrected to zero error for any period definitely known or agreed 
upon, or if not so known or agreed upon, for a period of sixteen (16) days 
or one-half (1/2) of the elapsed time since the last test, whichever is short- 
er. If the measuring equipment is out of service, the volume of gas de- 
livered during such period shall be determined: 

(a) by using the data recorded by any check measuring equipment 


accurately registering; or 
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(b) if such check measuring equipment is not registering accur- 
ately but the percentage of error is ascertainable by a calibration test, by 
using the data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above can be 
used, by estimating the quantity delivered, by reference to deliveries under 
similar conditions during a period when the equipment was registering 
accurately. 

No correction shall be made in the recorded volumes of gas delivered for 
inaccuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is com- 
mingled with gas of other producers in said field at me: point of delivery 
hereunder, the practices set forth in the preceding Subsections of this Sec- 
tion 3 shall be applicable to the said commingled gas and Seller shall cause 
the operator of the processing plant to advise Buyer as to how the commin- 
gled gas taken by Buyer at such point shall be allocated between Seller and 
such other producers. 

4, Heating Value: Tests to determine the gross heating value of 
gas delivered shall be made by Buyer utilizing a Cutler-Hammer recording 
calorimeter, or the equivalent, operated and maintained in accordance with 
General Order No. 58B, "Standards of Calorimetry for Gaseous Fuels", 
approved December 28, 1955 by the Public Utilities Commission of the State 
of California, or any subsequent revision thereof acceptable to Buyer and 


Seller. The gas samples to be tested shall be representative of the gas 
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delivered at the time such samples are taken and may be either spot sam- 
ples or samples taken over a period of time. Samples shall be taken at 
reasonable intervals by Buyer, provided that Buyer shall take additional 
samples when requested by Seller so to do. The gross heating value de- 
termined by any test shall apply to the gas delivered from the date the s pot 
sample was taken or from the commencement date of a sample taken over a 
period of time, as the case may be, until the next test. The gross heating 
value per cubic foot of gas delivered shall be determined for any month by 
taking the arithmetical average of the daily heating values as determined in 
accordance with this Section 4, 
ARTICLE VU - MEASURING AND TESTING EQUIPMENT 

Le Testing Meter Equipment: The accuracy of Buyer's measur- 
ing equipment shall be verified by test, using means and methods acceptable 
to Seller, at least once each month and at other times upon request of Buyer 
or seller, Notice of the time and nature of each test shall be given by 
Buyer to Seller sufficiently in advance to permit convenient arrangement for 
Seller's representative to be present. Tests and adjustments shall be made 
in the presence of and observed by a representative of Seller, if present, and 
if any of the measuring equipment is found to be registering inaccurately in 
any percentage, it shall be adjusted at once to read as accurately as possible. 
If, after notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. AM 


tests of such measuring equipment shall be made at Buyer's expense, except 
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that Seller shall bear the expense of tests made at its request if the in- 
accuracy is found to be two percent (2%) or less. 

toe Inspection of Equipment: Buyer and Seller shall have the right 
to inspect equipment installed or furnished by the other, and the charts and 
other measurement or test data of the other, at all times during business 
hours; but the reading, calibration and adjustment of such equipment and 
changing of charts shall be done only by the party installing and furnishing 
same. Unless the parties otherwise agree, each party shall preserve all 
original test data, charts and other similar records in such party's posses- . 
sion for a period of at least six (6) years. 
ARTICLE VII - DELIVERY PRESSURE AND PONT OF DEV ike 

1. The delivery pressure of the gas delivered hereunder shall be 
any pressure required by Buyer not in excess of nine hundred (900) pounds 
per square inch gauge. In the event that compression facilities are re- 
quired to bring such gas to the pressure required by Buyer under this Sec- 
tion, then Seller shall have the option of installing such facilities, and in 
the event that Seller does not desire to install such facilities, then Buyer 
shall have the right to do so. In the event that both Buyer and Seller elect 
not to install compression facilities, then the Daily Contract Quantity shall 
be reduced to a volume equal to eighty three and one-third percent (83~1/3%) 
of the daily quantity of gas Seller is then capable of delive ring to Buyer at 
such delivery pressure. If Buyer requests gas at a pressure higher than 


herein provided and Seller is willing and able to maintain such higher pressure, 
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then Seller shall be compensated for such higher pressure at a rate agreed 
upon between Buyer and Seller. 

vad The point of delivery of all gas delivered hereunder shall be 
where such gas leaves Seller's facilities and enters Buyer's facilities at a 
central point in the field or at the outlet of the plant where Seller's gas is 
processed, 

at Title to all gas delivered hereunder ghall pass from Seller to 
Buyer at the point of delivery. Until passage of title Seller shall be deem- 
ed to be in control and possession of and be responsible for such gas, and 
thereafter Buyer shall be deemed to be in control and possession of and be 
responsible for such gas. 
ARTICLE IX - TERM OF CONTRACT 

Subject to the other provisions hereof, this Contract shall be 

effective from the date hereof and shall continue for a period of twenty-five 
(25) contract years or until the expiration of Buyer's authorization to re- 
move gas purchased hereunder from the Province of Alberta, whichever 
Anst Occurs, 
ARTICLE X ~- PRICE 

As (i) The prices to be paid by Buyer for gas delivered here- 
under or required to be paid for if tendered and not taken, during the follow- 
ing respective periods, unless changed as hereinafter provided, shall be as 


follows: 
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Period Price 


From the date of initial delivery through 

June 30, 1961 » + + « 13,50¢ per Mcf 
From July 1, 1961 through June 30, 1962... . 14.50¢ per Mcf 
From July 1, 1962 through June 30, 1963; ... 15,25¢ per Mcf 


From July 1, 1963 through June 30, 1964... . 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965. ... 16.25¢ per Mcf 
From July 1, 1965 through June 30, 1966. ... 16,50¢ per Mcf 
From July 1, 1966 through June 30, 1967... . 16.75¢ per Mcf 
From July 1, 1967 through June 30, 1968... . 17.,00¢ per Mcf 
From July 1, 1968 through June 30, 1973.... 17.25¢ per Mcf 
From July 1,°1973 through June 30, 1978 ...., 18.50¢ per Mcf 
1, 


From July 1978 through June 30, 1983... . 19.75¢ per Mcf 
From July 1, 1983 and thereafter during 

the term hereof | P ps euneleOOC par Mef 
The foregoing prices are expressed in Canadian currency. 

(ii) Buyer and Seller shalt endeavor to renegotiate the prices 
to be paid pursuant to this Contract for the pricing period commercing on 
July 1, 1968 and at each five year interval thereafter during the term of 
this Contract. 

(iii) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the 
manner in which negotiations are proceeding, then such party shall have the 
right to refer the matter to arbitration in accordance with Article XV. 

Regardless of anything herein elsewhere contained, any prices 
fixed by renegotiation or by arbitration shall in no event be effective earlier 
than the first day of such pricing period or be lower than the prices set forth 
in Subsection (i) of this Section 1. 


Cae The prices stated in Subsection (i) of Section 1 of this Article X 
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shall be applicable to gas delivered hereunder for any month with a gross 
heating value per cubic foot of gas of no more than one thousand and twenty- 
five (1025) BTUs and no less than one thousand (1000) BTUs. If the gross 
heating value per cubic foot of gas delivered hereunder for any month is less 
than one thousand (1000) BTUs or more than one thousand and twenty-five 
(1025) BTUs, the price of such gas shall be the product of the price stated in 
Subsection (i) of Section 1 of this Article X and the applicable multiplier se- 


lected from the following table: 


BTU Content Multiplier 

For gas with a BTU content of more than 1025 to 1050 inclusive L. 025 
For gas with a BTU content of more than 1050 to 1075 inclusive 1,050 
For gas with a BTU content of more than 1075 1,075 
For gas with a BTU content of less than 1000 to 975 inclusive ~975 
For gas with a BTU content of less than 975 to 950 inclusive - 950 
an If at any time during the term of this Contract any new or in- 


creased occupation, production, severance or sales tax or taxes of similar 
nature or equivalent in effect (not including income, capital stock, franchise 
or property taxes), other than or in excess of a tax prevailing as of the date 
hereof, shall be imposed by any lawful authority on the gas delivered to Buy- 
er pursuant to this Contract or on or in respect to the production thereof, or 
on the sale thereof, so that Seller shall be required to pay such increase 
either directly or indirectly, Buyer shall, subject to the conditions herein- 
after set forth, pay to Seller one-half (1/2) of such new taxes or one-half 
(1/2) of any such increase in taxes. In case any such reimbursement of 


taxes is to be made, Seller shall notify Buyer immediately and shall within 


oes 
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ninety (90) days prepare and submit to Buyer a statement setting forth the 
amount of such new or additional taxes that it has paid, and within thirty 
(30) days after submission of such statement Buyer shall reimburse Seller 
to the extent of one-half (1/2) of such new or additional taxes as herein de- 
fined which Seller shall have so paid. 

4, Notwithstanding any provision of this Contract to the contrary, 
if in order to comply with or by reason of any present or future law, rule, 
regulation or order of any governmental authority having jurisdiction, the 
basis or method of measurement of gas delivered hereunder is changed, 
then the price per Mcf for gas purchased hereunder shall be adjusted so that 
Seller will receive the same total payment as would have been rece ived had 
no such change in the basis or method of measurement been made. 

5s On or before August 15th of each year of the term hereof, com- 
mencing with the year 1968, Buyer will give written notice to Seller stating 
therein the weighted average of Buyer's cost per Mcf of gas purchased (in- 
cluding gas paid for but not taken) for the contract year ending on the immed- 
iately preceding June 30th, from gas producers delivering gas to Buyer or 
Buyer's nominee, from fields located in whole or in part within the Province 
of Alberta. In the event such weighted average of Buyer's cost per Mcf is 
greater than the price per Mcf payable to Seller under the provisions of this 
Contract other than the provisions of this Section 5 for gas deliverable to Buy- 
er hereunder for any month during the twelve (12) months period commencing 


on the next following November lst, Buyer will increase the price per Mcf 
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payable to Seller for gas delivered hereunder during such month by an amount 
equal to the difference between such weighted average of Buyer's cost per Mcf 
and such price per Mcf payable to Seller under the provisions of this Contract 
other than the provisions of this Section 5, The term "Cost per Mcf" as used 
herein shall mean the purchase price per Mcf, plus the amount per Mefjaifany, 
paid by Buyer to a producer for the kind of taxes included in Section 3 of this 
Article paid or payable by the producer, and such purchase price per Mcf shall 
be determined with respect to such other purchases on the same basis of qual- 
ity (including BTU content), measurement, and terms and conditions of deliv- 
ery as provided for gas delivered hereunder. 

6. Currency Adjustment: 

(i) During any month in which the arithmetical average of the 
daily exchange rate of Canadian currency and United States currency as pub- 
lished at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern Day- 
light Time, as the case may be, by the Bank of Canada at the City of Ottawa, 
is not more than one Hundred and Five (105) United States Cents or not less 
than Ninety-five (95) United States Cents for One (1) Canadian Dollar, then the 
total quantity of gas delivered by the Seller to the Buyer in such month shall be 
considered sold and purchased at the prices provided for herein in Canadian 
currency, 

(ii) During any month in which the average exchange rate deter- 
mined as provided in Subsection (i) above is in excess of One Hundred and 


Five (105) United States Cents and is not more than One Hundred and Ten (110) 
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United States Cents for One (1) Canadian Dollar, or is less than Ninety-five 
(95) United States Cents but not less than Ninety (90) United States Cents for 
One (1) Canadian Dollar, then the total quantity of gas delivered by the Sell- 
er to the Buyer in such month, subject to the provisions of Subsection (v) of 
this Section 6, shall be considered sold and purchased at the price in Canadian 
currency calculated as follows: 

jg be Pc = price payable in Canadian currency during the month; 


CG = the volume of gas sold out of The Project during such 
month to purchasers for use in Canada; 


US 


the volume of gas soid out of The Project during such 
rnonth to purchasers for use in the United States; 


P = price in the Contract; 


E = the average exchange rate during such month deter- 
mined in accordance with the provisions of Subsec-. 
tion (i) above; 


ELSIN: In case such average exchange rate exceeds One Hundred and 
Five (105) United States Cents for One (1) Canadian Dollar: 


ee 


rein ~( C x P ) 4 ( US x Px TOS 1) 
( C's US i alas al Ben 


In case such average exchange rate is less than Ninety-five 
(95) United States Cents for One (1) Canadian Dollar: 


Po = -( C sce) + ( US ao Fe 9 5) 
( C # US ) CC ers m*™) 
(iii) In the event that such average exchange rate exceeds One 


Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for less than three (3) consecutive 


months, the price payable by Buyer to Seller for gas delivered hereunder dur- 
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ing such months shall be adjusted in accordance with the applicable formula 
set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Ninety (90) United States Cents, respectively, as 
the case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for at least three (3) consecutive 
months, then the currency adjustment formula to be used for such months 
and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however, that pending completion of 
such renegotiation the price payable by Buyer to Seller shall be calculated 
in accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6. The currency adjustment formula agreed upon in such renego- 
tiation shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Canadian Dollar, and the pay- 
ments between Buyer and Seller shall be adjusted accordingly. If the parties 
are unable to agree upon a currency adjustment formula within six (6) months 
then either party shall have the right to have the currency adjustment formula 
applicable during such period determined by arbitration in accordance with 
Article XV. 

(v) In no event shall the value of 'Pc" as calculated under the 


provisions of Subsections (ii), (iii), and (iv) (for the period pending renego- 
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9 tiation as provided therein) of this Section 6 exceed or be less than the val- 
. ue of "P'', as the case may be, by more than One (1) Cent per Mcf. 
ARTICLE XI - BILLINGS AND PAYMENTS 

1, Buyer shall render to Seller on or before the fifteenth day of 
each month a statement as to the amount of gas delivered by Seller during 
the month preceding. Seller shall render an invoice therefor as soon ag 
practicable after receipt of said statement. Unless objected to by either 
party within thirty (30) days after either the receipt by Seller of said state- 
ment, or, if during said thirty (30) day period Seller has requested the re- 
lated meter charts, after the receipt of such charts, said statement shall 
be accepted by both parties as correct. Buyer agrees to make payment 
(in Canadian currency) to Seller on or before the twenty-fifth day of such 
month or the tenth day after receipt of Seller's invoice, whichever shall 
occur later. Should Buyer fail to pay any amount due to Seller by the due 
date, interest thereon shall accrue at the rate of six percent (6%) per annum 
from such date until paid; and if such failure to pay continues for sixty (60) 
days, Seller thereafter may suspend deliveries of gas hereunder and if such 
failure continues for thirty (30) additional days, Seller thereafter may, in 
addition to all other remedies available to it by law, terminate this Contract; 
provided, however, in order for Seller to have the right to suspend deliver- 
ies or terminate this Contract, Seller must first have notified Buyer in writ- 
ing fifteen (15) days prior to exercising either or both of such rights of its 


intent to do so and give Buyer the right to pay the amount so due to Seller with- 


at 
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in such fifteen (15) day period. Either Buyer or Seller may submitto arbi- 
tration in accordance with Article XV any dispute as to the amount due Seller 
for gas delivered hereunder; and pending the arbitrators' award Seller's 
remedies hereinabove provided shall be suspended as to the amount in controe 
versy. 

Ze If, by reason of the provisions of Article IV hereof that Buyer 
shall pay Seller for an average daily volume equal to ninety percent (90%) of 
the Daily Contract Quantity during each contract year, whether taken or not, 
a payment for gas not taken shall be due Seller from Buyer, such payment 
shall be made to Seller within sixty (60) days after the end of the contract 
year for which such payment shall be due. Said payment shall be based on 
the price in effect on the last day of said year. The provisions of Section 1 
of this Article as to non-payment shall be applicable to this Section 2. 

36 All calculations with respect to the price per Mcf of gas shall 
be carried to five significant figures and the price per Mcf as so calculated 
rounded to the nearest one-hundredth (1/100th) of a cent. 

ARTICLE XII - FORCE MAJEURE 

ie If either party to this Contract shall fail to perform any obli- 
gation hereby imposed upon it and such failure shall be caused, or mater- 
ially contributed to, by any acts of God, strikes, lockouts, or other indus- 
trial Pe atences. acts of the Queen's enemies, sabotage, wars, blockades, 
insurrections, riots, epidemics, landslides, lightning, earthquakes, floods, 


storms, fires, washouts, arrests and restraints of rulers and peoples, civil 
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disturbances, explosions, breakage of or accident to machinery or lines of 
pipe, hydrate obstructions of lines of pipe, temporary failure of gas supply, 
freezing of wells or delivery facilities, well blowouts, craterings, inability 

to obtain pipe, materials or equipment including those necessary for The 
Project, the order of any court or governmental authority which has been 
resisted in good faith by all reasonable legal means, or by any act or omisr 
sion (including failure to take gas) of a purchaser of gas from Buyer, of a 
transporter of gas to Buyer, or of a transporter of gas purchased by Buyer, 
which is occasioned by any event or occurrence of the character described 

in this Article XII as constituting force majeure, or any other cause, whether 
of the kind herein enumerated or otherwise, not within the control of the par- 
ty invoking this Article and which by the exercise of due diligence such party 
could not have prevented, or shall be occasioned by the necessity for making 
repairs to or reconditioning wells, machinery, equipment, or pipelines, not 
resulting from the fault or negligence of such party, such failure shall not be 
deemed to be a breach of the obligation of such party hereunder, but such 
party shall use reasonable diligence to put itself again ina position to carry 
out its obligations hereunder, The foregoing provisions shall be construed 
so as to reduce Buyer's obligation to pay for gas, whether or not taken, by an 
amount proportionate to the quantity of gas Buyer shall be unable to take in any 
contract year as a consequence of any of the aforementioned causes. N othing 
contained herein shall be construed to require either party to settle a strike or 


y lockout by acceding against its judgment to the demands of opposing parties. 
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ak No such cause affecting the performance of this Contract by 
either party shall continue to relieve such party from its obligation after 
the expiration of a reasonable period of time within which by the use of due 
diligence such party could have remedied the situation preventing its per- 
formance, nor shall any such cause relieve either party from its obligation 
to make payment of amounts then due hereunder, nor shall any such cause 
relieve either party from its obligation unless such party shall give notice 
thereof in writing to the other party with reasonable promptness; and like 
notice shall be given upon termination of such cause. 
ARTICLE XIII - WARRANTY OF TITLE AND RESPONSIBILITY OF SELLER 
Seller represents and warrants that it has full right and author- 
ity to enter into this Contract, that, subject to failure of title through inad- 
vertence or causes beyond the reasonable control of Seller and to the applic - 
able laws, rules and regulations, Seller's leases are, in Seller's opinion, in 
full force and effect and capable of being maintained and Seller agrees it will 
not,except throughinadvertence, sell, quit claim or otherwise dispose of any 
of said leases for as long as in Seller's opinion gas can be produced therefrom 
in paying quantities if the result of so doing will be to reduce Seller's ability 
to fully perform its undertakings hereunder, that Seller has title to the gas to 
be sold and delivered hereunder and that all such gas is owned and will be de- 
livered by Seller free from all liens and adverse claims, including liens to 
secure payment of any taxes. Seller shall at all times have the obligation to 


make settlements for all royalties and overriding royalties due and payments 


eh Us 
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to the mineral and royalty owners under Seller's leases and other docu- 
ments, as may appear of record or otherwise be binding upon Seller, and 
in accordance with the terms of the respective leases and other documents, 
and to make settlements with all other persons having any interest in the 
gas sold hereunder. Seller agrees to indemnify Buyer and save it harm - 
less from all suits, actions, debts, accounts, damages, costs, losses, 
liabilities and expenses arising from or out of claims of any or all persons 
to said gas or to royalties, taxes, or other charges thereon which attach 
before the title passes to Buyer or which may be levied and assessed upon 
the sale thereof to Buyer. In the event of any adverse claim of any char-_ 
acter whatsoever being asserted in respect to any of said gas, Buyer may 
retain, as security for the performance of Seller's obligations with respect 
to such claim under this Section, the purchase price thereor up to the amount 
of such claim, without incurring liability for interest, until such claim has 
been finally determined or until Seller shall have furnished bond to Buyer 
conditioned for the protection of Buyer with respect to such claim. 
ARTICLE XIV - RESERVES OF SELLER 

ces Seller dedicates exclusively to the performance of this Contract 
all its reserves and Seller agrees to make available to Buyer therefrom suffic- 
ient gas to ensure performance of this Contract. 

2. Commencing in the year 1963, prior to July 1 of said year and 
of each odd numbered year thereafter during the term hereof, Seller and 


Buyer will conduct a joint study of Seller's reserves dedicated hereto and the 
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_ deliverability therefrom to determine whether or not Seller is capable of 


performance of this Contract, and, if capable, whether Seller has dedi- 
cated to its performance reserves in excess of those required for perfor- 
mance of this Contract, In the event Seller and Buyer are unable to agree 
upon the amount of reserves dedicated hereto or the deliverability there- 
from, or both, a qualified independent consulting engineer or firm (herein 
referred to as ''Consultant") shall be selected by the parties in the follow- 
ing manner to determine the matter in question. Seller and Buyer shall 
immediately exchange lists each containing in the order of preference the 
names of not less than five acceptable Consultants. The name appearing 
highest in the order of preference on both such lists shall be employed by 
the parties as the Consultant, In the event that there is no name in com- 
mon to both such lists, or that there are two names accorded equally high 
preference (considering their respective positions on both lists), then the 
Consultant shall be selected by lot from among said two names accorded 
equally high preference, or, if there be no such names, from among the 
first names on each list. The Consultant so employed shall determine the 
matter in question as soon as feasible. The determination of the Consult- 
ant shall be final and binding on the parties, and the parties shall abide 
thereby. The fees and expenses of such Consultant shall be paid in equal 
proportions by the Buyer and Seller. 

Bs (i) In the event it is determined by the parties or the Consult- 


ant that reserves are sufficient, but deliverability is insufficient, Seller 
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shall proceed with such additional development as may be necessary from 
time to time to comply with Section 3 of Article IV. In the event Seller 
shall fail within six (6) months from and after such determination to com- 
plete such additional development as may be necessary to comply with Sec- 
tion 3 of Article IV, Buyer shall have the right, in addition to all other rem- 
edies available to it by law, to reduce the Daily Contract Quantity to eighty 
three and one-third percent (83-1/3%) of the deliverability. 

(ii) In the event it is determined by the parties or the Consult- 
ant that reserves are insufficient, then Seller shall, within six (6) months 
from and after such determination, make every reasonable effort to make 
available and dedicate to this Contract such additional uncommitted quan- 
tities of gas as it may have or in the exercise of its. sole discretion may 
acquire, as may be necessary to make up the deficiency in reserves and 
which are available at a point of delivery satisfactory to Buyer. In the 
event Seller shall fail to make available the additional reserves necessary 
to make up such deficiency, Buyer shall have the right to reduce the Daily 
Contract Quantity in direct proportion to the deficiency in the reserves re- 
quired for the performance of this Contract for the remainder of the term 
hereof, 

(iii) In the event it is determined by the parties or the Con- 
sultant that Seller has dedicated reserves in excess of those required for 
Seller to perform this Contract for the remainder of the term hereof, Sell- 


er agrees to sell and Buyer agrees to purchase the gas from such excess 
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reserves under the terms and conditions of this Contract, and the appropri- 
ate increase in. the Daily Contract Quantity and the effective date thereof 
shall be agreed upon by Buyer and Seller or, if they fail to agree, shall be 
determined by arbit ration as provided in Article XV. Buyer and Seller 
agree to use their best endeavors to procure all permits, certificates, and 
other authorizations necessary to make the gas from such excess reserves 
available for the purpose of The Project. In the event the parties cannot 
obtain such authorizations in form acceptable to them within one and one- 
half (1-1/2) years after the said appropriate increase has been agreed upon 
or determined, then at the election of Seller said excess reserves shall be 
considered surplus to this Contract and Buyer shall have no further right 
to, or control of, such excess reserves or any portion thereof and Seller 
may sell, use or otherwise dispose of any gas therefrom in any manner that 
Seller in its judgment may deem advisable, 

4. Notwithstanding anything to the contrary contained in this Con- 
tract, Buyer's sole remedy for any insufficiency in the reserves required 
for the performance of this Contract shall be the reduction of the Daily Con- 
tract Quantity. 

ayy Seller shall, from time to time at Buyer's request, furnish to 
Buyer such geological, engineering and production data available to Seller 
as may be needed for a study of the gas reserves and deliverability thereof, 
including electrical logs, core analyses and any and all information pertain- 


ing to such wells; provided, however, that Seller shall not be required to 
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furnish any data the release of which would be prejudicial, in Seller's 


opinion, to its interests. 


ARTICLE XV - ARBITRATION 


Any arbitration provided for in this Contract or agreed to 
by the parties shall be conducted in accordance with the following pro- 
cedures and principles: 

Upon the written demand of either party and within ten (10) 
days from the date of such demand, each party shall appoint an arbitra- 
torand the two arbitrators so appointed shall promptly thereafter appoint 
athird,. Inthe event more than one party has executed this Contract as 
Seller and more than one of such parties is involved in the same contro- 
versy with Buyer, they shall be considered as one party. If either par- 
ty shall fail to appoint an arbitrator within ten (10) days from the date of 
such demand, then the arbitrator shall be appointed by a judge of the 
Supreme Court of Alberta. If the two arbitrators shall fail w‘thin ten 
(10) days from their appointment to agree upon and appoint the third arbi-. 
trator, then upon the application of either party, such third arbitrator 
shall be appointed by a judge of the Supreme Court of Alberta. 

The arbitrators shall proceed immediately to hear and de- 
termine the matter in controversy. The award of the arbitrators, ora 
majority ofthem,shall be made within forty-five (45) days after the appoint- 
ment of the third arbitrator, subject to any reasonable delay due to unfore- 


seen circumstances. 
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The award of the arbitrators shall be drawn up in writing and 
signed by the arbitrators, or a majority of them, and shall be final and bind- 
ing on the parties, and the parties shall abide by the award and perform the 
terms and conditions thereof, Unless otherwise determined by the arbitra-- 
torsthe fees and expenses of the arbitrator named for the Seller shall be paid 
by Seller, the fees and expenses of the arbitrator named for the Buyer shall 
be paid by the Buyer and the fees and expenses of the third arbitrator shall 
be paid in equal proportion by the Buyer and the Seller. 

ARTICLE XVI - MISCELLANEOUS PROVISIONS 

ds No waiver by Buyer or Seller of any default by the other under 
this Contract shall operate as a waiver of a future default, whether of a like 
or different ‘character. 

be This Contract shall bind and inure to the respective successors 
and assigns of the parties hereto; but no assignment shall release either par- 
ty from such party's obligations hereunder without the written consent of the 
other party to such release, which consent shall not be unreasonably withheld. 
Nothing herein contained shall prevent either party from pledging or mortgag- 
ing its rights hereunder as security for its indebtedness. 

3, Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided for 
herein shall be directed to the party to whom given, made or delivered at such 


party's address as follows: 
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BUYER: Alberta and Southern Gas Co. Ltd. 
140-6th Avenue S. W. 
Calgary, Alberta 


SELLER: Shell Oil Company 
1027-8th Avenue West 
Calgary, Alberta 


Canadian Shell Explorations Limited 

600 University Avenue 

Toronto, Ontario. 
Any notice hereunder shall be deemed to have been given 48 hours after 
such notice has been deposited in a post office with requisite postage 
thereon, Hither party may change its address by giving written notice 
to the other party; provided, however, in no event shall Buyer be obli- 
gated to pay for gas purchased hereunder at a point outside of Canada or 


in currency other than Canadian currency. 


4, This Contract and the rights and obligations of the parties 
hereunder are subject to all present and future laws, rules, regulations 
and orders of any legislative body or duly constituted authority now or here- 


after having jurisdiction, 


5, This Contract shall be construed in accordance with the laws 


of the Province of Alberta. 


6. The headings used throughout this Contract are inserted for 
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reference purposes only and are not to be considered or taken into account 


in construing the terms and provisions of any Article nor to be deemed in 


any way to qualify, modify or explain the effects of any such term or pro- 


vision. 


IN WITNESS WHEREOF this Contract has been properly exe- 


cuted by the parties hereto as of the day and year first above written. 


Sto Lai iG 


"BUYER"! 


SHELL OIL COMPANY 


(Seal) 
By Paul L. Kartzke 
"= = Viegseresiaecnl i. =. reas 


By 


CANADIAN SHELL EXPLORATIONS LIMITED 


By V. F. Grafstrom (Seal) 
Vice-lresident 


By To Bb. brown 
Assistant Secretary 


ALBERTA AND SOUTHERN GAS CO. LTD. 


(Seal) 


By J. 5. Moulton 
Vice-President 


+ 


By Re i Winton 
Secretary 
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THIS GAS PURCHASE CONTRACT made the lst day of 


November, 1957, 


BETWEEN 

SHELL OIL COMPANY, a body corporate, 
having an office and carrying on business 
in the City of Calgary, in the Province of 
Alberta, and 
CANADIAN SHELL EXPLORATIONS 
LIMITED, a body corporate, having an 
office and carrying on business in the City 
of Toronto, in the Province of Ontario, 

(hereinafter jointly referred to as "Seller") 

OF THE FIRST PART 
-and- 

ALBERTA AND SOUTHERN GAS GO, LTD., 
a body corporate, having an office and 
carrying on business in the City of Calgary, 
in the Province of Alberta, 


(hereinafter referred to as "'Buyer'') 


OF THE SECOND PART 


Vid Dei Seis ees AA 
WHIEREAS Buyer is a subsidiary of Pacific Gas and Electric 
Company, a California corporation, hereinafter referred toas "P, G. and 
E."; 
AND WHEREAS P., G,. and E. and certain subsidiaries (includ- 


ing Buyer) and/or affiliates of P. G. and E., hereinafter referred to as 
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"the participants", propose to construct and operate a natural gas pipeline 
project, hereinafter called ''The Project", having for its principal purpose 
the transportation of gas purchased by Buyer to the existing integrated 
transmission and distribution system of P. G. and E. in the State of 
California; 

AND WHEREAS Seller owns or controls petroleum and natural 


gas rights or interests therein in the Homeglen-Rimbey Field, 


as same is outlined by the heavy black line on the map marked ''Exhibit A" 
annexed hereto; and Seller will have a supply of gas available from said 
Field ane desires to sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from 
Seller eee with natural gas from others for The Project. 

NOW THEREFORE it is hereby agreed as rollows: 
ARTICLE I - DEFINITIONS 

Le For the purpose of this Contract the following words and 
terms are defined as follows: 

(a) The word "'day'' shall mean a period of twenty-four (24) 
consecutive hours, beginning and ending at 8:00 o'clock A.M. Mountain 
Standard Time. 

(b) The word "month" shall mean a period beginning at 8:00 
o'clock A.M. on the first day of a calendar month and ending at 8:00 
o'clock A.M. on the first day of the next succeeding calendar month. 


(c) The term ''contract year'' shall mean a period of twelve 


ByaG 


consecutive months beginning with the month of July, the first contract 
year to begin with the month of July next following the date natural gas is 
first delivered hereunder, 

(d) The word ''gas" shall mean either natural gas obtained 
from the wells or the residue remaining after the natural gas has been 
treated for the removal of any of its constituent parts other than methane 
and for the removal of methane to such extent as is necessary in removing 
other constituents,as the context may require. 

{e) The term "Buyer's facilities" shall mean the facilities 
constituting The Project, together with such gathering facilities if any, as 
may be built by others which are necessary to receive and transport the 
quantities of gas which Buyer undertakes to buy under this Contract. 

({) The term "Seller's facilities" shall mean such facilities 
as are required for Seller or its nominee to gather, process and deliver 
gas to Buyer in accordance with the terms and conditions of this Contract. 

(g) The term ''Mcf'' shall mean one thousand (1000) cubic 
feet of gas as determined on the measurement basis set forth in Article 
Vilhereot, 

(h) The term "BTU" shall mean British Thermal Unit, 

{i) The term "gross heating value" shall mean the number 
of BTUs in a cubic foot of gas at a temperature of sixty degrees (60°) 
Fahrenheit, saturated with water vapor, and at an absolute pressure 


equivalent to thirty (30) inches of mercury at thirty-two degrees (32°) 
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Fahrenheit. 

(j). The term “Seller's lands" shall mean those lands in said 
Field in, under and from which Seller now has or may hereafter acquire 
the right to drill for, produce and dispose of gas, and the said right. 

(k) The word "lease'' shall mean any right of the Seller to 
drill for, produce and dispose of gas in, under and from Seller's lands, 
and shall include any document evidencing such right. 

(1) The word "reserves" where used as a noun herein shall 
mean the quantities of merchantable gas which will be available to Seller 
from the total quantities of gas economically recoverable from Seller's 
lands after processing to satisfy the quality specifications of Section 1 of 
Article V hereof, less the quantities of gas reserved to Seller hereunder. 
ARTICLE II - CONDITIONS 

i Before The Project can be constructed and operated, all 
permits, certificates, and other authorizations required under applicable 
laws and regulations must be obtained. Buyer represents that Buyer and 
the other participants in The Project will use diligent efforts to procure 
such authorizations. Buyer shall notify Seller in writing within thirty (30) 
days after each such authorization, in form acceptable to Buyer, has been 
obtained, and furnish Seller a copy of such authorization. If such author- 
ization contains conditions that would preclude Buyer from fully perform - 
ing this Contract in accordance with its terms, Seller may within thirty (30) 
days after receipt of Buyer's notice give Buyer written notice of intention to 


terminate this Contract, stating in said notice the particular grounds of ob- 


4. 
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jection to the authorization; and unless Buyer shall promptly cause an appli- 


cation for rehearing to be made and such rehearing shall result in the author- 
ization being modified so as to meet Seller's objection, then this Contract shall 
terminate. In the event that on or before the expiration of fifteen (15) months 
from the date hereof all necessary authorizations in form acceptable to Buyer 
from the governmental authorities of the Province of Alberta shall not have 
been obtained, Seller may terminate this Contract by written notice to Buyer 
within sixty (60) days thereafter, aad in the event that on or before the expir- 
ation of twenty-four (24) months from the date hereof all other necessary 
authorizations, in form acceptable to Buyer, shall rot have beer obtained, 
Seller may at any time thereafter give Buyer sixty (00) days' written notice of 
its intention to terminate this Contract and, unless pricr to the expiration of 
said sixty (60} day peviod all of said authorizations shall have been obtained, 
this Contract shall terminate at the end of said sixty (60) day pericd, 

The provisions of this Section 1 shall apply mutatis mutandis to 
the permits, certificates, aud other authorizations required to be obtained by 
Seller under applicable laws aad regulations. 

a. Buyer represents that immediately upon all such suthorizations 
being obtained by the participants, they will proceed with due diligence to 
construct The Project, and Seller agrees that it will prceceed with due diligence 
to drill and develop Seller's lands and construct Seller's facilities. Fach 
party hereto will use its best efforts to the end that The Project may be plac- 
ed in cperation by 30 November 1960. Inthe event Seller is capable of de- 


livering into The Project the quantity of gas required hereunder by 30 June 
CN Eek) 
(ult 
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1961. OF the expiration of thirty (30) months after all such authorizations 
have been obtained, whichever 1s the later, then, unless excused by 
Article XIl hereof, Buyer shall thereafter pay for the quantity of gas it is 
obligated hereunder to take, or pay for if it does not take. 


SRT DE Us RESERVATIONS OF SELLER 


ae ee 


ie Seller hereby expressly reserves to itself the following rights, 
namely: to operate its properties, free from any control by Buyer, in such 
manner as Seller in its sole discretion may deem advisable, including, but 
not so as to restrict the generality of the foregoing, the right to determine 
when, whether and where any additional well will be drilled, or when and 
whether any well will be reworked or recompleted, or when and whether 
any of Seller's leases or gas wells cannot or has ceased to produce gas in 
paying quantities and is to be released or abandoned; to determine the 
manner in which the quantities of gas to be delivered hereunder shall be 
allocated to and produced by Seller from the respective gas weils of Seller 
on Seller's lands; to deliver to the persons entitled thereto the quantities of 
gas which such persons have reserved and are entitled to take in kind from 
Seller's lands; and to assign or farm out, subject to this Contract, any of 
peller's leases. 

oie Seller reserves to itself quantities of gas which may be re- 
quired for the development and operation of Seller's lands, including but not 
limited to, gas for gas lift operations and return to reservoir so long as 


such gas lift operations and return to reservoir do not interfere with Seller's 
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ability to deliver the quantity of gas required hereunder. Seller also 
reserves to itself sufficient quantities of gas for the operation of separator 
equipment, gasoline, and other extraction plants, compressor stations, 
and other facilities for the processing or handling of the gas to be deliver- 
ed hereunder and the products extracted therefrom. 

ce Seller may extract or permit the extraction of non-hydro~ 
carbons and hydrocarbons other than methane from the gas to be delivered 
hereunder, and shall have the right to remove such methane as is necessar- 
ily removed from the gas in recovering other constituents; provided that 
Seller by such processing shall not reduce the gross heating value per cubic 
foot below one thousand (1000) BTUs unless required to do soto render the 
gas capable of meeting the quality specifications set forth in Article V here- 
Ol, 

4, Seller may unitize any of Seller's leases in said field and may 
participate in any oil or gas proration, conservation, ratable taking or other 
similar program, provided that in the event Seller's leases are unitized with 
other properties in said field this Contract will cover Seller's interest in the 
unit derived from such leases and the gas attributable thereto, and provided 
further that in the event such unitization or other such program is entered 
into voluntarily by Seller, it shall use its best efforts to protect Buyer's 
rights hereunder and to prevent an appreciable reduction or postponement 
in the delivery to Buyer of the quantities of gas set forth in Article IV hereof. 


Si Seller shall not be required by the provisions hereof to produce 
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any well in excess of its allowable rate of flow as fixed by law or regula- 
tory bodies, or in excess of its maximum efficient rate of flow as determin- 
ed by Seller, or in excess of the current rate of production permitted Seller 
under the terms of applicable operating agreements in the case of a well 
jointly operated with other parties, whichever is the smallest quantity. 

oe For the period prior to the date on which The Project is placed 
in operation and for periods during which Buyer is prevented from taking de- 
livery of gas hereunder by any of the causes mentioned in Article XII, 
Seller shall have the right to sell and deliver gas to others in such quantities 
as may be necessary to prevent the flaring of gas or the termination of any 
of Seller's leases by reason of non-production, 


ARTICLE IV - QUANTITY OF GAS 


Ai Seller estimates that its presently proven and probable reserves 
are equal toa volume of not less than 12,000 Mcf per day for a twenty- VEG 
ISM 
five (25) year period. The Daily Contract Quantity which is subject to in- Paik 
crease or decrease from time to time pursuant to the provisions of this Con- 
tract is initially 12,000 Mecf per day. Subject to the terms and con- JSM 
Pi 


ditions of this Contract, Seller agrees to sell and deliver gas to Buyer at the VIG 
point of delivery referred to in Article VUI, when and as requested by Buyer, 
and Buyer agrees to purchase gas from Seller as follows: 
(i) In the event that the date of first delivery hereunder is prior 
to 30 June 1961, for the period from the date of first delivery to 30 June 1961, 


Seller shall use its best efforts to deliver each day to Buyer the volume of gas 
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requested by Buyer up to one hundred and twenty percent (120%) of the 
Daily Contract Quantity and Buyer shall, during said period, use its best 
efforts to take an average daily volume equal to ninety percent (90%) of the 
Daily Contract Quantity. 

(ii) For the period beginning on 1 July 1961 or, if it be later, 
the date of first delivery hereunder, but in no event later than the expira- 
tion of thirty (30) months after all authorizations referred to in Article II 
have been obtained, and ending the next succeeding June 30, and each con- 
tract year thereafter for the remainder of the term hereof, Seller shall de- 
liver each day to Buyer the volume of gas requested by Buyer up to one hun- 
dred and twenty percent (120%) of the Daily Contract Quantity; and Buyer 
shall take during each contract year, 1f available hereunder, or pay for, if 
available and not taken hereunder, a minimum average daily volume equal 
to ninety percent (90%) of the Daily Contract Quantity; provided, however, 
that Buyer shall take, if available hereunder, not less than a minimum aver- 
age daily volume equal to eighty percent (80%) of the Daily Contract Quantity 
during each month and a minimum volume equal to seventy-five percent 
(75%) of the Daily Contract Quantity on each and every day. 

Os Seller agrees that it will use its best efforts to increase its avail- 
able reserves. In the event that by 1 July 1959 said reserves, as agreed to by 
Seller and Buyer or, if they are unable to agree, as determined by a Consultant 
selected in accordance with the provisions of Section 2 of Article XIV, are 


equal to a volume of not less than one hundred and twenty-five percent (125%) 
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of the initial Daily Contract Quantity per day for a twenty-five (25) year 
period, then, subject to the obtaining of all necessary permits, certificates 
and other authorizations, Buyer and Seller agree to increase the initial Daily 
Contract Quantity by twenty-five percent (25%), effective 1 July 1962; pro- 
vided, further, that if by 1 July 1960 the said reserves, as agreed to or de- 
termined as aforesaid, are equal to a volume of not less than one hundred 
and fifty percent (150%) of the initial Daily Contract Quantity per day for a 
twenty-five (25) year period, the initial Daily Contract Quantity, subject to 
obtaining all necessary permits, certificates and other authorizations , will 
be increaced by fifty percent (50%), effective 1 July 1963. 

38 Seller agrees that Seller's facilities and the number of wells 
which Seller drills initially, and from time to time thereafter, shall be 
sufficient, with reasonable allowance for anticipated decreases in deliver-= 
ability for any cause, including pressure decline, to enable it to deliver one 
hundred and twenty percent (120%) of the initial Daily Contract Quantity not 
later than the date The Project is ready for operation, and one hundred and 
twenty percent (120%) of the Daily Contract Quantity, as it may exist from 
time to time, thereafter; provided, however, that Seller shall not be re- 
quired to carry its overall development program beyond what the Seller con- 
siders to be commercially attractive. 

ai If Buyer fails to take an average daily quantity equal to ninety 
percent (90%) of the Daily Contract Quantity for any period specified in Sub- 


section (ii) of Section 1 of this Article, Buyer shall have the right during the 
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rr) next two succeeding contract years after it has taken an average daily quan- 
tity equal to ninety percent (90%) of the Daily Contract Quantity during each 
such year, to take without further payment a quantity of gas up to the quan- 
tity paid for but not taken, but not to exceed on any one day, unless Seller 
consents thereto, a total volume greater than one hundred and twenty percent 
(120%) of the Daily Contract Quantity. 

BY If Seller fails for any twenty (20) days during any month to de- 
liver to Buyer the daily quantity of gas requested by Buyer up to one hundred 
and twenty percent (120%) of the Daily Contract Quantity (Buyer being ready, 
able and willing to take and pay for such quantity of gas) Buyer may notify 
Seller in writing of such failure or failures, Seller shall have such time as 
Q may be necessary, but in no event more than six (6) months from the date of 
receipt by Seller of Buyer's notice, in which to restore its ability to deliver 
such quantity, during which period the Daily Contract Quantity shall be reduced 
temporarily to a volume equal to eighty-three and one-third percent (83-1/3%) 
of the average daily volume of gas Seller delivered to Buyer during the twenty 
(20) days on which Buyer's notice was based. In the event Seller's attempts 
to restore its ability to deliver one hundred and twenty percent (120%) of the 
Daily Contract Quantity in effect prior to such notice are unsuccessful, as 
evidenced by Seller's failure to deliver such quantity on each day of a thirty 
(30) consecutive day test conducted by Seller and Buyer for the thirty (30) day 
period commencing on the day following the end of said six (6) months period, 


or at such earlier time as Seller may request, Buyer shall have the right to 
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reduce the Daily Contract Quantity to a volume equal to eighty three and one 
third percent (83-1/3%) of the average daily volume of gas Seller delivered 
to Buyer during the last fifteen (15) days of said delivery test. 

6. If in any contract year there are in effect two or more volumes 
representing the Daily Contract Quantity, then Buyer's minimum obligation 
for such contract year to pay for gas, whether or not taken, shall be based 
upon the sum of the products of ninety percent (90%) of each such volume and 


the number of days each such volume was in effect. 


ARTICLE V - QUALITY OF GAS 


1. The gas delivered hereunder shall be merchantable gas, at all 
times complying with the following quality requirements: 
(i) Heating Value: The gas delivered hereunder shall have a 


gross heating value of not less than nine hundred and seventy-five (975) BTUs 


per cubic foot, but, with the consent of Buyer, gas at a lower gross heating 


value may be delivered. 
(ii) Freedom from Objectionable Matter: The gas delivered by 
Seller hereunder: 

(a) Shall be commercially free from sand, dust, gums, crude oil, 
impurities and other objectionable substances which may be injurious to pipe 
lines or which may interfere with its transmission through pipe lines or its 
commercial utilization. 

(b) Shall not have a hydrocarbon dew-point in excess of fifteen 


degrees (15°) Fahrenheit at pressures up to eight hundred (800) pounds per 
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Square inch gauge, 

(c) Shall not contain more than one (1) grain of hydrogen sulphide 
per one hundred (100) cubic feet. 

(d) Shall not contain more than ten (10) grains of total sulphur per 
one hundred (100) cubic feet. 

(e) Shall not contain more than two percent (2%) by volume of car- 
bon dioxide, 

(f) Shall not contain more than four (4) pounds of water vapor per 
one million (1,000,000) cubic feet. 

(zg) Shall not exceed one hundred and ten degrees (110°) Fahrenheit 
in temperature at the point of delivery. 

(h) Shall be as free of oxygen as Seller can keep it through the exer- 
cise of all reasonable precautions, and shall not in any event contain more 
than four-tenths of one percent (0, 4%) by volume of oxygen, 

be Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made by 
Seller, at Seller's expense, by approved standard methods in general use in 
the gas industry, and the water vapor content of such gas shall be determined 
by Seller, at Seller's expense, by the use of a dew-point apparatus approved 
by Buyer and Seller. Tests shall be made by Seller frequently enough to 
assure that the gas is conforming continuously to the quality requirements. 
Buyer shall have the right to require Seller to remedy any deficiency of the gas 


in quality and, in the event such deficiency is not remedied, the right. ain 
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addition to all other remedies available to it by law, to require Seller to 
discontinue deliveries hereunder until such deficiency is remedied. If 
Seller is unable to remedy the deficiency, Buyer's only remedy shal! be 
the right to reduce the Daily Contract Quantity, as provided in Article IV, 
to eighty three and one-third percent (83~1/3%) of the volume which the 
Seller can deliver in conformity with the quality requirements hereof. 
ARTICLE VI - MEASUREMENT 

le Unit of Measurement; The unit of volume for purposes of 
measurement hereunder, except for gross heating value, shall be one (1) 
cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit and 
at a pressure of fourteen and seventy-three one-hundredths (14.73) pounds 
per square inch absolute. For purposes of measurement the atmospheric 
pressure at the point of measurement hereunder shall be assumed to be 
constant at 13.10 pounds per square inch absolute. 

Zane Sales Unit: The sales unit of the gas delivered hereunder shall 
be one thousand (1000) cubic feet. 

oS Method of Measurement: All measuring equipment, devices 
and materials required in this Article shall be installed, maintained, and 
operated, or furnished, by Buyer at Buyer's expense. Seller may install 
and operate check measuring equipment provided it does not interfere with 
the use of Buyer's equipment. In determining the volumes of gas deliver- 
ed by Seller to Buyer at the point of delivery the following practices shall 


prevail: 
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(i) Metering: The gas shall be metered by one or more ori- 
fice meters installed and maintained, and volumes shall be measured (except 
for correction for deviation from Boyle's Law), in accordance with the meth- 
ods prescribed in "Orifice Metering of Natural Gas'', Gas Measurement 
Committee Report No. 3, of the American Gas Association, including the 
Appendix thereto, as published April 1955 or any subsequent revision thereof 
acceptable to Buyer and Seller, Correction shall be made for deviation of 
the gas from Boyle's Law at the pressure and temperature at which the gas 
is metered. To determine the factors for such correction a quantitative 
analysis of the gas shall be made at reasonable intervals with such apparat- 
us as shall be agreed upon by Buyer and Seller, and such factors shall be ob- 
tained from data contained in 'Supercompressibility Factors for Natural Gas'', 
Volumes 1 through 6, inclusive, or in ''Tables for the Determination of Super- 
compressibility Factors for Natural Gas Containing Nitrogen and/or Carbon 
Dioxide", Volume 7, as published by the American Gas Association in 1955, 
or any subsequent revision thereof acceptable to Buyer and Seller. 

{ii) Specific Gravity: Tests to determine the specific gravity 
of the gas being metered shall be made by Buyer in accordance with the Amer- 
ican Petroleum Institute's Recommended Practice 50A dated April 1953, or 
any subsequent revision thereof acceptable to Buyer and Seller. The gas 
samples to be tested shall be representative of the gas being metered at the 
time such samples are taken and may be either spot samples or samples taken 


over a period of time. Samples shall be taken at reasonable intervals by 
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Buyer, provided that Buyer shall take additional samples when requested 
by Seller soto do. The specific gravity determined by any test shall apply 
to the gas metered from the date the spot sample was taken or from the 
commencement date of a sample taken over a period of time, as the case 
may be, until the next test. 

(iii) Temperature: The flowing temperature of the gas being 
metered shall be determined by means of a recording thermometer of a 
type acceptable to Buyer and Seller, installed and maintained by Buyer in 
accordance with the specifications set forth in said Gas Measurement Com- 
mittee Report No. 3. The arithmetical average of readings each day shall 
be deemed the gas temperature and used in computing the volume of gas 
metered during such day. 

(iv) Correction and Adjustment: If at any time any of the 
measuring equipment is registering inaccurately by an amount exceeding 
two percent (2%) at a reading corresponding to the average hourly rate of 
flow since the last preceding test, the previous readings of.such equipment 
shall be corrected to zero error for any period definitely known or agreed 
upon, or if not so known or agreed upon, for a period of sixteen (16) days 
or one-half (1/2) of the elapsed time since the last test, whichever is short- 
én If the measuring equipment is out of service, the volume of gas de- 
livered during such period shall be determined: 

(a) by using the data recorded by any check measuring equipment 


accurately registering; or 
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(b) if such check measuring equipment is not registering accur- 
ately but the percentage of error is ascertainable by a calibration test, by 
using the data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above can be 
used, by estimating the quantity delivered, by reference to deliveries under 
Similar conditions during a period when the equipment was registering 
accurately. 

No correction shall be made in the recorded volumes of gas delivered for 
inaccuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is com- 
mingled with gas of other producers in said field at the point of delivery 
hereunder, the practices set forth in the preceding Subsections of this Sec- 
tion 3 shall be applicable to the said commingled gas and Seller shall cause 
the operator of the processing plant to advise Buyer as to how the commin- 
gled gas taken by Buyer at such point shall be allocated between Seller and 
such other producers. 

4, Heating Value: Tests to determine the gross heating value of 
gas delivered shall be made by Buyer utilizing a Cutler-Hammer recording 
calorimeter, or the equivalent, operated and maintained in accordance with 
General Order No, 58B, "Standards of Calorimetry for Gaseous Fuels", 
approved December 28, 1955 by the Public Utilities Commission of the State 
of California, or any subsequent revision thereof acceptable to Buyer and 


Seller. The gas samples to be tested shall be representative of the gas 
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delivered at the time such samples are taken and may be either spot sam - 
ples or samples taken over a period of time. Samples shall be taken At 
reasonable intervals by Buyer, provided that Buyer shall take additional 
samples when requested by Seller so to do, The gross heating value de- 
termined by any test shall apply to the gas delivered from the date the spot 
sample was taken or from the commencement date of a sample taken over a 
period of time, as the case may be, until the next test. The gross heating 
value per cubic foot of gas delivered shall be determined for any month by 
taking the arithmetical average of the daily heating values as determined in 
accordance with this Section 4. 
ARTICLE VU - MEASURING AND TESTING EQUIPMENT 

de Testing Meter Equipment: The accuracy of Buyer's measur- 
ing equipment shall be verified by test, using means and methods acceptable 
to Seller, at least once each month and at other times upon request of Buyer 
or peller. Notice of the time and nature of each test shall be given by 
Buyer to Seller sufficiently in advance to permit convenient arrangement for 
Seller's representative to be present. Tests and adjustments shall be made 
in the presence of and observed by a representative of Seller, if present, and 
if any of the measuring equipment is found to be registering inaccurately in 
any percentage, it shall be adjusted at once to read as accurately as possible. 
If, after notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. All 


tests of such measuring equipment shall be made at Buyer's expense, except 
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that Seller shall bear the expense of tests made at its request if the in- 
accuracy is found to be two percent (2%) or less. 

op Inspection of Equipment: Buyer and Seller shall have the right 
to inspect equipment installed or furnished by the other, and the charts and 
other measurement or test data of the other, at all times during business 
hours; but the reading, calibration and adjustment of such equipment and 
changing of charts shall be done only by the party installing and furnishing 
same. Unless the parties otherwise agree, each party shall preserve all 
original test data, charts and other similar records in such party's posses- 
sion for a period of at least six (6) years. 
ARTICLE VIII - DELIVERY PRESSURE AND POINT OF DELIVERY 

Ty The delivery pressure of the gas delivered hereunder shall be 
any pressure required by Buyer not in excess of nine hundred (900) pounds 
per square inch gauge. In the event that compression facilities are re- 
quired to bring such gas to the pressure required by Buyer under this Sec- 
tion, then Seller shall have the option of installing such facilities, and in 
the event that Seller does not desire to install such facilities, then Buyer 
shall have the right to do so, In the event that both Buyer and Seller elect 
not to install compression facilities, then the Daily Contract Quantity shall 
be reduced to a volume equal to eighty three and one-third percent (83~-1/3%) 
of the daily quantity of gas Seller is then capable of delivering to Buyer at 
such delivery pressure, If Buyer requests gas at a pressure higher than 


9 herein provided and Seller is willing and able to maintain such higher pressure, 
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then Seller shall be compensated for such higher pressure at a rate agreed 
upon between Buyer and Seller, 

Es The point of delivery of all gas delivered hereunder shall be 
where such gas leaves Seller's facilities and enters Buyer's facilities at a 
central point in the field or at the outlet of the plant where Seller's gas is 
processed. 

 . Title to all gas delivered hereunder shall pass from Seller to 
Buyer at the point of delivery. Until passage of title Seller shall be deem- 
ed to be in control and possession of and be responsible for such gas, and 
thereafter Buyer shall be deemed to be in control and possession of and be 


responsible for such gas. 


ARTICLE IX - TERM OF CONTRACT 


Subject to the other provisions hereof, this Contract shall be 
effective from the date hereof and shall continue for a period of twenty-five 
(25) contract years or until the expiration of Buyer's authorization to re- 
move gas purchased hereunder from the Province of Alberta, whichever 


first occurs. 


ARTICLE X - PRICE 


Le (i) The prices to be paid by Buyer for gas delivered here- 
under or required to be paid for if tendered and not taken, during the follow- 
ing respective periods, unless changed as hereinafter provided, shall be as 


follows: 
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Period Price 


From the date of initial delivery through 


June 30, 1961 (ents: DUS per Met 
Ur OnmJuy ay Olatiroten June os, 1002. 6, 14,50¢ per Mcf 
From July 1, 1962 through June.30, 1963... . 15.25¢ per Mcf 
bor Jity FM i9os"through June 30, 1964... - 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965... . 16.25¢ per Mcf 
Promwuty its tooo through June 30, 1966 .°, . 16. 50¢ per Mcf 
Prom oiay 1, 1966 through June 30, 1967... . 16.75¢ per Mcf 
Prone dury ip iso trough tune 30, 1966" 2.00 <1. 00¢ per Mcf 
prom July 1, 1968 through Jue 30. 1973... . 17.25¢ per Mcf 
POmey yw yr thir aden ane s0e LO78 ole 18.50¢ per Mcf 
Brom Joly 1, 1978 through June 30, 1983... . 19.75¢ per Mcf 
From July 1, 1983 and thereafter during 

the term hereof ce el UOC ner Mien 


The foregoing prices are expressed in Canadian Currency. 

(ii) Buyer and Seller shall endeavor to renegotiate the prices 
to be paid pursuant to this Contract for the pricing period commencing on 
July 1, 1968 and at each five year interval thereafter during the term of 
this Contract, 

(iii) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the 
manner in which negotiations are proceeding, then such party shall have the 
right to refer the matter to arbitration in accordance with Article AV. 

Regardless of anything herein elsewhere contained, any prices 
fixed by renegotiation or by arbitration shall in no event be effective earlier 
than the first day of such pricing period or be lower than the prices set forth 
in Subsection (i) of this Section 1. 


Lae The prices stated in Subsection (i) of Section 1 of this Article xX 
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shall be applicable to gas delivered hereunder for any month with a gross 
heating value per cubic foot of gas of no more than one thousand and twenty- 
five (1025) BTUs and no less than one thousand (1000) BTUs. _ If the gross 
heating value per cubic foot of gas delivered hereunder for any month is less 
than one thousand (1000) BTUs or more than one thousand and twenty-five 
(1025) BTUs, the price of such gas shall be the product of the price stated in 
Subsection (i) of Section 1 of this Article X and the applicable multiplier se- 


lected from the following table: 


BTU Content Multiplier 

For gas with a BTU content of more than 1025 to 1050 inclusive 1,025 
For gas with a BTU content of more than 1050 to 1075 inclusive 1.050 
For gas with a BTU content of more than 1075 1.075 
For gas with a BTU content of less than 1000 to 975 inclusive Re Mies, 
For gas with a BTU content of less than 975 to 950 inclusive ae see 
as If at any time during the term of this Contract any new or in- 


creased occupation, production, severance or sales tax or taxes of similar 
nature or equivalent in effect (not including income, capital stock, franchise 
or property taxes), other than or in excess of a tax prevailing as of the date 
hereof, shall be imposed by any lawful authority on the gas delivered to Buy- 
er pursuant to this Contract or on or in respect to the production thereof, or 
on the sale thereof, so that Seller shall be required to pay such increase 
either directly or indirectly, Buyer shall, subject to the conditions herein- 
after set forth, pay to Seller one-half (1/2) of such new taxes or one-half 
(1/2) of any such increase in taxes. In case any such reimbursement of 


taxes is to be made, Seller shall notify Buyer immediately and shall within 
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ninety (90) days prepare and submit to Buyer a statement setting forth the 
amount of such new or additional taxes that it has paid, and within thirty 
(30) days after submission of such statement Buyer shall reimburse Seller 
to the extent of one-half (1/2) of such new or additional taxes as herein de- 
fined which Seller shall have so paid, 

4, Notwithstanding any provision of this Contract to the contrary, 
if in order to comply with or by reason of any present or future law, rule, 
reguiation or order of any governmental authority having jurisdiction, the 
basis or method of measurement of gas delivered hereunder is changed, 
then the price per Mcf for gas purchased hereunder shall be adjusted so that 
Seller will receive the same total payment as would have been rece ived had 
no such change in the basis or method of neasurement been made. 

5s On or before August 15th of each year of the term hereof, com- 
mencing with the year 1968, Buyer will give written notice to Seller stating 
therein the weighted average of Buyer's cost per Mcf of gas purchased (in- 
cluding gas paid for but not taken) for the contract year ending on the immed- 
iately preceding June 30th, from gas producers delivering gas to Buyer or 
Buyer's nominee, from fields located in whole or in part within the Province 
of Alberta. In the event such weighted average of Buyer's cost per Mcf is 
greater than the price per Mcf payable to Seller under the provisions of this 
Contract other than the provisions of this Section 5 for gas deliverable to Buy- 
er hereunder for any month during the twelve (12) months period commencing 


on the next following November Ist, Buyer will increase the price per Mcf 
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payable to Seller for gas delivered hereunder during such month by an amount 
equal to the difference between such weighted average of Buyer's cost per Mcf 
and such price per Mcf payable to Seller under the provisions of this Contract 
other than the provisions of this Section 5. The term ''Cost per Mcf'' as used 
herein shall mean the purchase price per Mcf, plus the amount per Mcf, if any, 
paid by Buyer to a producer for the kind of taxes included in Section 3 of this 
Article paid or payable by the producer, and such purchase price per Mcf shall 
be determined with respect to such other purchases on the same basis of qual- 
ity (including BTU content), measurement, and terms and conditions of deliv- 
ery as provided for gas delivered hereunder. 

6, Currency Adjustment: 

(i) During any month in which the arithmetical average of the 
daily exchange rate of Canadian currency and United States currency as pub- 
lished at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern Day- 
light Time, as the case may be, by the Bank of Canada at the City of Ottawa, 
is not more than one Hundred and Five (105) United States Cents or not less 
than Ninety-five (95) United States Cents for One (1) Canadian Dollar, then the 
total quantity of gas delivered by the Seller to the Buyer in such month shall be 
considered sold and purchased at the prices provided for herein in Canadian 
Currency. 

(ii) During any month in which the average exchange rate deter- 
mined as provided in Subsection (i) above is in excess of One Hundred and 


Five (105) United States Cents and is not more than One Hundred and Ten (110) 
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United States Cents for One (1) Canadian Dollar, or is less than Ninety-five 
(95) United States Cents but not less than Ninety (90) United States Cents for 
One (1) Canadian Dollar, then the total quantity of gas delivered by the Sell- 
er to the Buyer in such month, subject to the provisions of Subsection (v) of 
this Section 6, shall be considered sold and purchased at the price in Canadian 
currency calculated as follows: 

LET: Pc = price payable in Canadian currency during the month; 


C = the volume of gas sold out of The Project during such 
month to purchasers for use in Canada; 


US 


the volume of gas sold out of The Project during such 
month to purchasers for use in the United States; 


P =. price in the Contract; 
E = the average exchange rate during such month deter- 
mined in accordance with the provisions of Subsec-. 


tion (i) above; 


THEN: In case such average exchange rate exceeds One Hundred and 
Five (105) United States Cents for One (1) Canadian Doliar: 


Pe = (( C xr, ) 4 ( US x.iesx 1055 i 
(se Get. US (uGias 1S Ethe) 


In case such average exchange rate is less than Ninety-five 
(95) United States Cents for One (1) Canadian Dollar: 


Po = 4 C =i) ) + ( US 2 Sie Tee 
( # US ) he Gae bape few) 
(iii) In the event that such average exchange rate exceeds One 


Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for less than three (3) consecutive 


months, the price payable by Buyer to Seller for gas delivered hereunder dur- 
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ing such months shall be adjusted in accordance with the applicable formula 
set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Ninety (90) United States Cents, respectively, as 
the case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for at least three (3) consecutive 
months, then the currency adjustment formula to be used for such months 
and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however, that pending completion of 
such renegotiation the price payable by Buyer to Seller shall be calculated 
@ in accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6. The currency adjustment formula agreed upon in such renego- 
tiation shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Canadian Dollar, and the pay- 
ments between Buyer and Seller shall be adjusted accordingly. If the parties 
are unable to agree upon a currency adjustment formula within six (6) months 
then either party shall have the right to have the currency adjustment formula 
applicable during such period determined by arbitration in accordance with 
Article XV. 

(v) In no event shall the value of ''Pc" as calculated under the 


9 provisions of Subsections (ii), (iii), and (iv) (for the period pending renego- 
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tiation as provided therein) of this Section 6 exceed or be less than the val- 
ue of "P'', as the case may be, by more than One (1) Cent per Mcf. 
ARTICLE XI - BILLINGS AND PAYMENTS 

1. Buyer shall render to Seller on or before the fifteenth day of 
each month a statement as to the amount of gas delivered by Seller during 
the month preceding. Seller shall render an invoice therefor as soon as 
practicable after receipt of said statement. Unless objected to by either 
party within thirty (30) days after either the receipt by Seller of said state- 
ment, or, if during said thirty (30) day period Seller has requested the re- 
lated meter charts, after the receipt of such charts, said statement shall 
be accepted by both parties as correct. Buyer agrees to make payment 
(in Canadian currency) to Seller on or before the twenty-fifth day of such 
month or the tenth day after receipt of Seller's invoice, whichever shall 
occur later. Should Buyer fail to pay any amount due to Seller by the due 
date, interest thereon shall accrue at the rate of six percent (6%) per annum 
from such date until paid; and if such failure to pay continues for sixty (60) 
days, Seller thereafter may suspend deliveries of gas hereunder and if such 
failure continues for thirty (30) additional days, Seller thereafter may, in 
addition to all other remedies available to it by law, terminate this Contract; 
provided, however, in order for Seller to have the right to suspend deliver- 
ies or terminate this Contract, Seller must first have notified Buyer in writ- 
ing fifteen (15) days prior to exercising either or both of such rights of its 


intent to do so and give Buyer the right to pay the amount so due to Seller with- 
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in such fifteen (15) day period. Either Buyer or Seller may submitto arbi- 
tration in accordance with Article XV any dispute as tn the amount due Seller 
for gas delivered hereunder; and pending the arbitrators! award Seller's 
remedies hereinabove provided shall be suspended as to the amount in contro- 
versy. 

2. If, by reason of the provisions of Article IV hereof that Buyer 
shall pay Seller for an average daily volume equal to ninety percent (90%) of 
the Daily Contract Quantity during each contract year, whether taken or not, 
a payment for gas not taken shall be due Seller from Buyer, such payment 
shall be made to Seller within sixty (60) days after the end of the contract 
year for which such payment shall be due. Said payment shall be based on 
the price in effect on the last day of said year. The provisions of Section 1 
of this Article as to non-payment shall be applicable to this Section 2. 

oe All calculations with respect to the price per Mcf of gas shall 
be carried to five significant figures and the price per Mcf as so calculated 
rounded to the nearest one-hundredth (1/100th) of a cent. 

ARTICLE XII - FORCE MAJEURE 

se If either party to this Contract shall fail to perform any obli- 
gation hereby imposed upon it and such failure shall be caused, or mater- 
ially contributed to, by any acts of God, strikes, lockouts, or other indus- 
trial disturbances, acts of the Queen's enemies, sabotage, wars, blockades, 
insurrections, riots, epidemics, landslides, lightning, earthquakes, floods, 


storms, fires, washouts, arrests and restraints of rulers and peoples, civil 
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disturbances, explosions, breakage of or accident to machinery or lines of 
pipe, hydrate obstructions of lines of pipe, temporary failure of gas supply, 
freezing of wells or delivery facilities, well blowouts, craterings, inability 

to obtain pipe, materials or equipment including those necessary for The 
Project, the order of any court or governmental authority which has been 
resisted in good faith by all reasonable legal means, or by any act or omisr- 
sion (including failure to take gas) of a purchaser of gas from Buyer, of a 
transporter of gas to Buyer, or of atransporter of gas purchased by Buyer, 
which is occasioned by any event or occurrence of the character described 

in this Article x11 as constituting force majeure, or any other cause, whether 
of the kind herein enumerated or otherwise, not within the control of the par- 
ty invoking this Article and which by the exercise of due diligence such party 
could not have prevented, or shall be occasioned by the necessity for making 
repairs to or reconditioning wells, machinery, equipment, or pipelines, not 
resulting from the fault or negligence of such party, such failure shall not be 
deemed to be a breach of the obligation of such party hereunder, but such 
party shall use reasonable diligence to put itself again in a position to carry 
out its obligations hereunder. The foregoing provisions shall be construed 
so as to reduce Buyer's obligation to pay for gas, whether or not taken, by an 
amount proportionate to the quantity of gas Buyer shall be unable to take in any 
contract year as a consequence of any of the aforementioned causes. Nothing 
contained herein shall be construed to require either party to settle a strike or 


lockout by acceding against its judgment to the demands of opposing parties. 
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ZL. No such cause affecting the performance of this Contract by 
either party shall continue to relieve such party from its obligation after 
the expiration of a reasonable period of time within which by the use of due 
diligence such party eo tt have remedied the situation preventing its per- 
formance, nor shall any such cause relieve either party from its obligation 
to make payment of amounts then due hereunder, nor shall any such cause 
relieve either party from its obligation unless such party shall give notice 
thereof in writing to the other party with reasonable promptness; and like 


notice shall be given upon termination of such cause. 


ARTICLE XIII - WARRANTY OF TITLE AND RESPONSIBILITY OF SELLER 


Seller represents and warrants that it has full right and author- 
ity to enter into this Contract, that, subject to failure of title through inad- 
vertence or causes beyond the reasonable control of Seller and to the applic- 
able laws, rules and regulations, Seller's leases are, in Seller's opinion, in 
full force and effect and capable of being maintained and Seller agrees it will 
not,except throughinadvertence, sell, quit claim or otherwise dispose of any 
of said leases for as long as in Seller's opinion gas can be produced therefrom 
in paying quantities if the result of so doing will be to reduce Seller's ability 
to fully perform its undertakings hereunder, that Seller has title to the gas to 
be sold and delivered hereunder and that all such gas is owned and will be de- 
livered by Seller free from all liens and adverse claims, including liens to 
secure payment of any taxes. Seller shall at all times have the obligation to 


make settlements for all royalties and overriding royalties due and payments 
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to the mineral and royalty owners under Seller's leases and other docu- 
ments, as may appear of record or otherwise be binding upon Seller, and 
in accordance with the terms of the respective leases and other documents, 
and to make settlements with all other persons having any interest in the 
gas sold hereunder. Seller agrees to indemnify Buyer and save it harm- 
less from all suits, actions, debts, accounts, damages, costs, losses, 
liabilities and expenses arising from or out of claims of any or all persons 
to said gas or to royalties, taxes, or other charges thereon which attach 
before the title passes to Buyer or which may be levied and assessed upon 
the sale thereof to Buyer. In the event of any adverse claim of any char- 
acter whatsoever being asserted in respect to any of said gas, Buyer may 
retain, as security for the performance of Seller's obligations with respect 
to such claim under this Section, the purchase price thereof up to the amount 
of such claim, without incurring liability for interest, until such claim has 
been finally determined or until Seller shall have furnished bond to Buyer 
conditioned for the protection of Buyer with respect to such claim. 
ARTICLE XIV - RESERVES OF SELLER 

Ly Seller dedicates exclusively to the performance of this Contract 
all its reserves and Seller agrees to make available to Buyer therefrom suffic- 
ient gas to ensure performance of this Contract. 

ae Commencing in the year 1963, prior to July 1 of said year and 
of each odd numbered year thereafter during the term hereof, Seller and 


Buyer will conduct a joint study of Seller's reserves dedicated hereto and the 
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deliverability therefrom to determine whether or not Seller is capable of 
performance of this Contract, and, if capable, whether Seller has dedi- 
cated to its performance reserves in excess of those required for perfor- 
mance of this Contract. Inthe event Seller and Buyer are unable to agree 
upon the amount of reserves dedicated hereto or the deliverability there- 
from, or both, a qualified independent consulting engineer or firm (herein 
referred to as ''Consultant'') shall be selected by the parties in the follow- 
ing manner to determine the matter in question. Seller and Buyer shall 
immediately exchange lists each containing in the order of preference the 
names of not less than five acceptable Consultants. The name appearing 
highest in the order of preference on both such lists shall be employed by 
the parties as the Consultant. In the event that there is no name in com- 
mon to both such lists, or that there are two names accorded equally high 
preference (considering their respective positions on both lists), then the 
Consultant shall be selected by lot from among said two names accorded 
equally high preference, or, if there be no such names, from among the 
first names on each list. The Consultant so employed shall determine the 
matter in question as soon as feasible. The determination of the Consult- 
ant shall be final and binding on the parties, and the parties shall abide 
thereby. The fees and expenses of such Consultant shall be paid in equal 
proportions by the Buyer and Seller. 

is (i) In the event it is determined by the parties or the Consult- 


ant that reserves are sufficient, but deliverability is insufficient, Seller 
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shall proceed with such additional development as may be necessary from 
time to time to comply with Section 3 of Article IV. In the event Seller 
shall fail within six (6) months from and after such determination to com- 
plete such additional development as may be necessary to comply with Sec- 
tion 3 of Article IV, Buyer shall have the right, in addition to all other rem- 
edies available to it by law, to reduce the Daily Contract Quantity to eighty 
three and one-third percent (83-1/3%) of the deliverability. 

(ii) In the event it is determined by the parties or the Consult- 
ant that reserves are insufficient, then Seller shall, within six (6) months 
from and after such determination, make every reasonable effort to make 
available and dedicate to this Contract such additional uncommitted quan- 
tities of gas as it may have or in the exercise of its sole discretion may 
acquire, as may be necessary to make up the deficiency in reserves and 
which are available at a point of delivery satisfactory to Buyer. ine tie 
event Seller shall fail to make available the additional reserves necessary 
to make up such deficiency, Buyer shall have the right to reduce the Daily 
Contract Quantity in direct proportion to the deficiency in the reserves re- 
quired for the performance of this Contract for the remainder of the term 
hereof, 

(iii) In the event it is determined by the parties or the Con- 
sultant that Seller has dedicated reserves in excess of those required for 
Seller to perform this Contract for the remainder of the term hereof, Sell- 


er agrees to sell and Buyer agrees to purchase the gas from such excess 
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reserves under the terms and conditions of this Contract, and the appropri- 
ate increase in. the Daily Contract Quantity and the eifective date thereof 
shall be agreed upon by Buyer and Seller or, if they fail to agree, shall be 
determined by arbit ration as provided in Article XV. Buyer and Seller 
agree to use their best endeavors to procure all permits, certificates, and 
other authorizations necessary to make the gas from such excess reserves 
available for the purpose of The Project. In the event the parties cannot 
obtain such authorizations in form acceptable to them within one and one- 
half (1-1/2) years after the said appropriate increase has been agreed upon 
or determined, then at the election of Seller said excess reserves shall be 
considered surplus to this Contract and Buyer shall have no further right 
to, or control of, such excess reserves or any portion thereof and Seller 
may sell, use or otherwise dispose of any gas therefrom in any manner that 
Seller in its judgment may deem advisable. 

4, Notwithstanding anything to the contrary contained in this Con- 
tract, Buyer's sole remedy for any insufficiency in the reserves required 
for the performance of this Contract shall be the reduction of the Daily Con- 
tract Quantity. 

5. Seller shall, from time to time at Buyer's request, furnish to 
Buyer such geological, engineering and production data available to Seller 
as may be needed for a study of the gas reserves and deliverability thereof, 
including electrical logs, core analyses and any and all information pertain- 


ing to such wells; provided, however, that Seller shall not be required to 
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furnish any data the release of which would be prejudicial, in Seller's 
opinion, to its interests. 
ARTICLE XV - ARBITRATION 

Any arbitration provided for in this Contract or agreed to 
by the parties shall be conducted in accordance with the following pro- 
cedures and principles: 

Upon the written demand of either party and within ten (10) 
days from the date of such demand, each party shall appoint an arbitra- 
tor and the two arbitrators so appointed shall promptly thereafter appoint 
athird. Inthe event more than one party has executed this Contract as 
Seller and more than one of such parties is involved in the same contro- 
versy with Buyer, they shall be considered as one party. If either par- 
ty shall fail to appoint an arbitrator within ten (10) days from the date of 
such demand, then the arbitrator shall be appointed by a judge of the 
Supreme Court of Alberta. If the two arbitrators shall fail w‘thin ten 
(10) days from their appointment to agree upon and appoint the third arbi- 
trator, then upon the application of either party, such third arbitrator 
shall be appointed by a judge of the Supreme Court of Alberta. 

The arbitrators shall proceed immediately to hear and de- 
termine the matter in controversy. The award of the arbitrators, ora 
majority ofthem,shall be made within forty-five (45) days after the appoint- 
ment of the third arbitrator, subject to any reasonable delay due to unfore- 


seen circumstances. 
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The award of the arbitrators shall be drawn up in writing and 
signed by the arbitrators, or a majority of them, and shall be final and bind- 
ing on the parties, and the parties shall abide by the award and perform the 
terms and conditions thereof. Unless otherwise determined by the arbitra- 
torsthe fees and expenses of the arbitrator named for the Seller shall be paid 
by Seller, the fees and expenses of the arbitrator named for the Buyer shall 
be paid by the Buyer and the fees and expenses of the third arbitrator shall 
be paid in equal proportion by the Buyer and the Seller. 

ARTICLE XVI - MISCELLANEOUS PROVISIONS 

te No waiver by Buyer or Seller of any default by the other under 
this Contract shall operate as a waiver of a future default, whether of a like 
or different character. 

Ls This Contract shall bind and inure to the respective successors 
and assigns of the parties hereto; but no assignment shall release either par- 
ty from such party's obligations hereunder without the written consent of the 
other party to such release, which consent shall not be unreasonably withheld. 
Nothing herein contained shall prevent either party from pledging or mortgag- 
ing its rights hereunder as security for its indebtedness. 

Op Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided for 
herein shall be directed to the party to whom given, made or delivered at such 


party's address as follows: 
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BUYER: Alberta and Southern Gas Co. Ltd. 
140-6th Avenue S. W. 
Calgary, Alberta 


SELLER: Shell Oil Company 
1027-8th Avenue West 
Calgary, Alberta 


Canadian Shell Explorations Limited 

600 University Avenue 

Toronto, Ontario. 
Any notice hereunder shall be deemed to have been given 48 hours after 
such notice has been deposited in a post office with requisite postage 
thereon. Either party may change its address by giving written notice 
to the other party; provided, however, in no event shall Buyer be obli- 
gated to pay for gas purchased hereunder at a point outside of Canada or 


in currency other than Canadian currency. 


4. This Contract and the rights and obligations of the parties 
hereunder are subject to all present and future laws, rules, regulations 
and orders of any legislative body or duly constituted authority now or here- 


after having jurisdiction. 


pe This Contract shall be construed in accordance with the laws 


of the Province of Alberta. 


6. The headings used throughout this Contract are inserted for 
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~~ 


reference purposes only and are not to be considered or taken into account 
in construing the terms and provisions of any Article nor to be deemed in 
any way to qualify, modify or explain the effects of any such term or pro- 
vision. 

IN WITNESS WHEREOF this Contract has been properly exe- 


cuted by the parties hereto as of the day and year first above written. 


SHELL OL COMPANY 


(Seal) 
By Paul L. Kartzke 
Vice-President 


By 


CANADIAN SHELL EXPLORATIONS LIMITED 


By V. F. Grafstrom (Seal) 
Vice-President 


as gal 


By lr, By Brown 
Assistant Secretary 


US Tl lab Re! 
ALBERTA AND SOUTHERN GAS CO, LTD: 
(Seal) 
By JI: -S. Moulton 
Vice-President 
By 5 ee Winton 
Secretary 
i WY eae 
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SHELL OIL CALGARY AREA PROOUCTION 
COMPANY OEPT. 


HOMEGLEN- RIMBEY FIELD 


OUTLINE OF FIELO,"EXHIBIT A“ OF GAS PURCHASE 
CONTRACT BETWEEN SHELL OIL COMPANY, CANA-| 
DIAN SHELL EXPLORATIONS LIMITED AS SELLER 
AND ALBERTA AND SOUTHERM GAS CO. LTD 


fe 
| ni (on Wa i 


enone 000 eo) Le 


te | =, . to 


———— 


70-1265 


Nc LEO” PMP OTIS, 


ee ee 


ia vereed 6” i 


5 a arse “f swan af : ones ; > 
P 2. e ' R — 
= ae en a 
— csi Bet ory +a Abaods oo BE i. — ae ' eal 
i ae joe at enc nine) 28 ig on | 7 
“ee ae0 wart 
: - ; . 
jw aeeewes ra | “+ | “<" ¥ ' 
a on em . 4 ; 
won ime wm ae ta ba ae wne-.s.8 
of b ok. 2: meme ms Ye | yee anh ~ Sierra) yen a4 1 t-—— - -—-- 
ee ue ee esa mabe 8 } | savas orm 
ih be 4 : ~ \ : } i 
hs, Le ae 


— + — 


cere * 
} at rr ale 
ssa OT besa i | ; ; : 
‘ we fe Wi ‘ pa = tae j 
pS TENE @ es | 2 vl we || ae tes 
SO “hah searcew engl Audits, weit 4.8 
7 : ‘ whet a mes 88S 
(or i een Sete | —ienemnper ; 


ee _ _ = ee a , etme ee 
: eee H ¥ te 
L sy Sirs ces ye a 
‘ i 
' { . ‘ hong ata 


; “a was 


| 
{ 
) 
_* Lay a. ee > - }4 4 


eee Ane “emenennatee 


Se 


oe; iy aT 


Bert pps aye ee Ce PR ee a 
THE CALIFORNIA STANDARD Company 


\ 


G.L. KNOX 
PRESIDENT CALGARY. ALBERTA 


October l, 1957. 


Alberta and Southern Gas Co. Ltd., 
Natural Gas Buildina, 

1hO Sixth Avenue S.W., 

CALGARY, Alberta, 


Dear Sirs: 


We enclose herewith form of contract representing the result 
of negotiations for the sale by The California Standard 
Company, as Seller, to Alberta and Southern Gas Co. Ltd., as 
Buyer, of gas from the Dick Lake Area in the Province of 
Alberta, 


This letter will confirm that The California Standard Company 

is prepared to enter into this contract with you covering its 

interest in the gas found in the Leduc (D-2) zone in the lands 
in the Dick Lake Area described in the contract as soon as the 
Daily Contract Quantity, as defined in the contract, has been 

determined by The California Standard Company. 


Yours very truly, 


ey Aa ay 


G. L. KNOX 


DICK LAKE FIELD GAS PURCHASE CONTRACT 
Between: 
THE CALIFORNIA STANDARD COMPANY 


Seller 


- and - 


ALBERTA AND SOUTHERN GAS CO, LTD. 


Buyer 
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THIS GAS PURCHASE CONTRACT made the day of 
PAD AST 
BETWEEN: 
THE CALIFORNIA STANDARD COMPANY, 
a body corporate, having an office and 
carrying on business in the City of Calgary, 
in the Province of Alberta, 
(hereinafter referred to as "'Seller'') 
OF THE FIRST PART, 
and 
ALDER TA AND SOUTHERN GAS CO. LTD. ; 
a body corporate, having an office and 
Carrying on business in the City of Calgary, 
in the Province of Alberta, 
(hereinafter referred to as "Buyer'') 
OF THE SECOND PART. 
W SIN ES uy eh bes EL eA Te 
WHEREAS Buyer is a subsidiary of Pacific Gas and Electric 
Company, a California corporation, hereinafter referred to as 
eb Crean) foe! "3 
AND WHEREAS P, G. and E. and certain subsidiaries 
and/or affiliates of P, G. and E. propose to construct and operate a 
natural gas pipeline project, hereinafter called ''The Project", having 
for 1ts principal purpose the transportation of gas purchased by Buyer 


to the existing integrated transmission and distribution system of 
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AND WHEREAS Seller owns or controls petroleum and 
natural gas rights or interests therein in the Dick Lake Field, as 
Same is outlined by the heavy black line on the map marked "Exhibit 
A' annexed hereto; and Seller will have a supply of gas available from 
said field and desires to sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from 
Seller together with natural gas from others for The Project; 

NOW THEREFORE itis hereby agreed as follows: 
ARTICLE 1 - DEFINITIONS 

Le For the purpose of this Contract the following words and 
terms are defined as follows: 

(a) The word "day'' shall mean a period of twenty-four (24) 
consecutive hours, beginning and ending at 8:00 o'clock A.M. Mountain 
Standard Time. 

(b) The word "month" shall mean a period beginning at 8:00 
o'clock A.M. on the first day of a calendar month and ending at 8:00 
o'clock A.M. on the first day of the next succeeding calendar month. 

(c) The term ''contract year" shall mean a period of twelve 
consecutive months beginning with the month of July, the first contract 
year to begin with the month of July next following the date gas is first 
delivered hereunder. 


(d) The word "gas" shall mean natural gas obtained from 
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the wells or the residue remaining after the natural gas has been 
treated for the removal of any of its constituent parts other than 
methane and for the removal of methane to such extent as is 
necessary in removing other constituents. 

(e) The term "Buyer's facilities" shall mean the facilities 
constituting The Project, together with such gathering facilities if 
any, as may be built by others which are necessary to receive and 
transport the quantities of gas which Buyer undertakes to buy under 
thie Gontract. 


(f) The term "Seller's facilities'' shall mean such facilities 


as are required for Seller or its nominee to gather, process and 


deliver gas to Buyer in accordance with the terms and conditions of 
this Contract. 

(g) The term 'Mcf" shall mean one thousand (1000) cubic 
feet of gas as determined on the measurement basis set forth in 
Article -VI hereof, 

(h) The term "BTU" shall mean British Thermal Unit. 

(i) The term "gross heating value" shall mean the number 
of BTUs ina cubic foot of gas at a temperature of sixty degrees (60°) 
Fahrenheit, saturated with water vapor, and at an absolute pressure 
equivalent to thirty (30) inches of mercury at thirty-two degrees (32°) 


Fahrenheit. 
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(j) The term "Seller's lands'' shall mean and include only the 
Leduc (D-3) zone underlying the lands set out in Schedule ''A" hereto. 

(k) The ''Leduc (D-3) zone" shall be deemed to be and 
include that geological horizon found in the Gulf-California Standard- 
Phillips- Husky- Davidson No. 8 well between the depths of 4225 and 
4838 feet below mean sea level. 

(1) The word "'lease'' shall mean any right of the Seller to 
drill for, produce and dispose of gas in and from Seller's lands, and 
shall include any document evidencing such right. 

(m) The word "'reserves" where used as a noun herein 
shall mean the quantities of merchantable gas which will be available 
to Seller from the total quantities of gas economically recoverable 
from Seller's lands after processing to satisfy the quality specifications 
of Section 1 of Article V hereof. 

ARTICLE II - CONDITIONS 

e Before The Project can be constructed and operated, all 

permits, certificates, and other authorizations required under 
applicable laws and regulations must be obtained. Buyer represents 
that Buyer and the other participants in The Project will use diligent 
efforts to procure such authorizations. Buyer shall notify Seller in 
writing within thirty (30) days after each such authorization, in form 
acceptable to said participants, has been obtained, and furnish Seller 


a copy cf such authorization. If such authorization contains conditions 
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which would preclude Buyer from fully performing this Contract in 
accordance with its terms, Buyer shall give written notice to Seller 
setting out such conditions, and unless Seller, within thirty (30) days, 
agrees in writing to waive performance by Buyer, Buyer shall promptly 
cause an application for rehearing to be made, and if such rehearing 
does not result in such authorization being modified so as to permit 
Buyer to fully perform this Contract, Buyer shall promptly so notify 
Seller, and Seller may at its sole option terminate this Contract within 
thirty (30) days after receipt of such notice. In the event that on or 
before the expiration of fifteen (15) months from the date hereof all 
necessary authorizations in form acceptable to said participants from 
the governmental authorities of the Province of Alberta shall not have 
been obtained, Seller may terminate this Contract by written notice 
to Buyer within sixty (60) days thereafter, and in the event that on or 
before the expiration of twenty-four (24) months from the date hereof 
all necessary authorizations, in form acceptable to said participants, 
shall not have been obtained, Seller may at any time thereafter give 
Buyer sixty (60) days! written notice of its intention to terminate this 
Contract and, unless prior to the expiration of said sixty (60) day 
period all of said authorizations shall have been obtained, this 
Contract shall terminate at the end of said sixty (60) day period. 

rae Buyer represents that immediately upon all such 


authorizations being obtained by said participants, they will proceed 
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with due diligence to construct The Project, and Seller agrees that 
it will proceed with due diligence to drill and develop Seller's lands 
and construct Seller's facilities. Each party hereto will use its 
best efforts to the end that The Project may be placed in operation 
by 30 November 1960, or the expiration of twenty-four (24) months 
after all such authorizations have been obtained, whichever is the 
later. Inthe event Seller is capable of delivering into The Project 
the quantity of gas required hereunder by 30 June 1961, or the 
expiration of thirty (30) months after all such authorizations have 
been obtained, whichever is the later, then, unless excused by 
Article XII hereof, Buyer shall thereafter pay for the quantity of 
gas it is obligated hereunder to take, or pay for if it does not take. 
ARTICLE III - RESERVATIONS OF SELLER 

I Seller hereby expressly reserves to itself the following 
rights, namely: To operate its properties, free from any control 
by Buyer, in such manner as Seller in its sole discretion may deem 
advisable, including, but not so as to restrict the generality of the 
foregoing, the right to determine when and where any additional 
well will be drilled, or when ana whether any well will be reworked 
or recompleted, or when and whether any of Seller's leases or gas 
wells cannot or has ceased to produce gas in paying quantities and 
is to be released or abandoned; to determine the manner in which 


the quantities of gas to be delivered hereunder shall be allocated to 
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and produced by Seller from the respective gas wells of Seller on 
Seller's lands; to deliver to the persons entitled thereto the quantities 
of gas which such persons have reserved and are entitled to take in 
kind from Seller's lands; and to assign or farm out, subject to this 
Contract, any of Seller's leases. 

ie Seller reserves to itself quantities of gas which may be 
required for the development and operation of Seller's lands for the 
production of petroleum and natural gas, including but not limited to, 
gas for gaslift operations and return to reservoir so long as such gas 
lift operations and return to reservoir do not interfere with Seller's 
ability to deliver the quantity of gas required hereunder. Seller 
also reserves to itself sufficient quantities of gas for the operation of 
separator equipment, gasoline, and other extraction plants, compressor 
stations, and other facilities for the processing or handling of the 
gas to be delivered hereunder and the products extracted therefrom. 

Big Seller may extract or permit the extraction of non-hydro- 
carbons and hydrocarbons other than methane from the gas to be 
delivered hereunder, and shall have the right to remove such methane 
as is necessarily removed from the gas in recovering other 
constituents; provided that Seller by such processing shall not reduce 
the gross heating value per cubic foot below Nine Hundred and Seventy- 
five (975) BTUs unless required to do so to render the gas capable 


of meeting the quality specifications set forth in Article V hereof. 
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4. Seller may unitize any of Seller's leases with properties 
of others in the field and may participate in any oil or gas proration, 
conservation, ratable taking or other similar program, provided that 
in the event Seller's leases are unitized with other properties in 
the field this Contract will cover Seller's interest in the unit derived 
from such leases and the gas attributable thereto, and Seller under- 
takes to and with Buyer that Seller will put forth every reasonable 
effort before entering into any voluntary oil or gas proration, 
conservation, ratable taking or other similar program, including 
unitization for the purposes of conservation, to avoid a reduction in 
the amount of gas deliverable to Buyer hereunder and to avoid post- 
poning any substantial part of the gas deliverable to Buyer, but 
nothing herein contained shall require Seller to secure Buyer's 
consent before entering into such program, provided further that if 
under any such program the amount of gas attributable to Seller's 
lands is less than the quantity of gas provided to be delivered under 
Article IV hereof, that Seller shall not be deemed to be in default 
under this Contract. 

or Seller shall not be required by the provisions hereof to 
produce any well in excess of its allowable rate of flow as fixed by 
law or regulatory bodies, or in excess of its maximum efficient rate 
of flow as determined by Seller, or in excess of the current rate of 


production permitted Seller under the terms of applicable operating 
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agreements in the case of a well jointly operated with other parties, 
whichever is the smallest quantity. 

6. For the period prior to the date on which The Project is 
placed in operation and for periods during which Buyer is prevented 
from taking delivery of gas hereunder by any of the causes mentioned 
in Article XII, Seller shall have the right to sell and deliver gas to 
others in such quantities as may be necessary to prevent the flaring 
of gas or the termination of any of Seller's leases by reason of nm- 


production. 


ARTICLE IV - QUANTITY OF GAS 


le Seller estimates that its present interest in the presently 
proven and probable reserves of gas in the Leduc (D-3) zone in the 
presently unitized area of the said field and the gas produced there- 
from is approximately twenty-seven and three one-hundredths percent 
(27.03%) which percentage interest may be changed from time to time 
as the unitized area of the said field is changed. Seller shall notify 
Buyer within ten (10) days after the date of the first delivery of gas 
hereunder of its then percentage interest and shall thereafter notify 
Buyer promptly each time such interest changes. Seller estimates 
and Buyer accepts that, in addition to the aforementioned reserves, 
Seller's presently proven and probable reserves in the Dick Lake 
field RU as ke presently unitized area are equal to a volume of not 
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period; provided, however, in the event that all or any part of the said 
proven and probable reserves outside the said unitized area are at 
any time added to the said unitized area, then the aforementioned 
volume shall be appropriately revised. The Daily Contract Quantity 
shall be the sum of: 
(a) Seller's share of daily production from the said 
unitized area, and 
(b) the aforementioned volume for production from reserves 

outside the said unitized area, which items (a) and (b) are subject to 
increase or decrease from time to time pursuant to the provisions of 
this Contract. 
The said Daily Ccentract Quantity is initially Mcf 
per day. Subject to the terms and conditions of this Contract, Seller 
agrees to sell and deliver gas to Buyer at the point of delivery referred 
to in Article VIII when and as requested by Buyer, and Buyer agrees to 
purchase gas from Seller as follows: 

(i) In the event that the date of first delivery hereunder is prior 
to 30 June 1961, for the period from the date of first delivery to 30 
June, 1961, Seller skall use its best efforts to deliver to Buyer a daily 
volume of gas up to one hundred and ten percent (110%) of the Daily 
Contract Quantity and Buyer shall, during said period, use its best 
efforts to take an average daily volume equal to ninety percent (90%) 


of the Daily Contract Quantity. 
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(ii) For the period beginning on 1 July 1961 or, if it be later, 
the date of first delivery hereunder, but in no event later than the 
expiration of thirty (30) months after all authorizations referred to 
in Article II have been obtained, and ending the next succeeding June 
30, and each contract year thereafter for the remainder of the term 
hereof, Seller shall deliver to Buyer up to a volume of one hundred 
and ten percent (110%) of the Daily Contract Quantity, and Buyer shall 
take during each contract year, if available hereunder, or pay for, if 
available and not taken hereunder, a minimum average daily volume 
equal to ninety percent (90%) of the Daily Contract Quantity; provided, 
however, that Buyer shall take, if available hereunder, not less than 
a minimum average daily volume equal to eighty percent (80%) of the 
Daily Contract Quantity during each month and a minimum volume equal 
to seventy-five percent (75%) of the Daily Contract Quantity on each and 
every day. 

Ls In the event Seller by written notice to Buyer not later than 
1 July, 1959, or six (6) months after all governmental authorizations 
referred to in Section 1 of Article II have been obtained, whichever is 
the later, elects to increase the initial Daily Contract Quantity by not 
to exceed twenty-five per cent (25%), then, subject to the obtaining of 
all necessary permits, certificates and other authorizations, Buyer and 
Seller agree to increase the initial Daily Contract Quantity by the per- 


centage so elected, effective 1 July, 1962, or forty-two (42) months 
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after all governmental authorizations referred to in Section 1 of 
Article II have been obtained, whichever is the later; provided, further, 
that in the event Seller by written notice to Buyer not later than 1 July, 
1960, or eighteen (18) months after all governmental authorizations 
referred to in Section 1 of Article II have been obtained, whichever is 
the later, elects to increase the initial Daily Contract Quantity by not 
to exceed fifty percent (50%), then, subject to the obtaining of all 
necessary permits, certificates and other authorizations, Buyer and 
Seller agree to increase the initial Daily Contract Quantity by the 
percentage so elected, effective | July, 1963, or fifty-four (54) months 
after all governmental authorizations referred to in Section 1 of 
Article II] have been obtained, whichever is the later; provided, however, 
that before Seller may make either election, Seller and Buyer shall 
agree, or, if they are unable to agree, have determined by an arbitrator 
selected in accordance with the provisions of Section 2 of Article XIV, 
that Seller's then interest in the then estimated proven and probable 
reserves in said zone is not less than a volume equal to the Daily 
Contract Quantity Seller proposes to elect multiplied by the product 
of three hundred and sixty-five (365) days and twenty (20) years. 

eo Seller agrees that Seller's facilities and the number of 
wells which Seller drills initially, and from time to time thereafter, 
shall be sufficient, with reasonable allowance for anticipated decreases 


in deliverability for any cause, including pressure decline, to enable 
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it to deliver one hundred and ten percent (110%) of the initial Daily 
Contract Quantity not later than the date The Project is ready for 
operation, and one hundred and ten percent (110%) of the Daily Contract 
Quantity, as it may exist from time to time, thereafter; provided, 
however, that Seller shall not be required to carry its overall develop- 
ment program beyond what the Seller considers to be the economic 
limits. 

4. If Buyer fails to take an average daily quantity equal to 
ninety percent (90%) of the Daily Contract Quantity for any period 
specified in Subsection (ii) of Section 1 of this Article, Buyer shall 
have the right during the next two succeeding contract years after it 
has taken an average daily quantity equal to ninety percent (90%) of 
the Daily Contract Quantity during each such year, to take without 
further payment a quantity of gas up to the quantity paid for but not 
taken, but not to exceed on any one day, unless Seller consents 
thereto, a total volume greater than one hundred and ten (110%) 
percent of the Daily Contract Quantity. The right of Buyer under 
this section shall not extend beyond the term of this contract. 

os If Seller fails for any twenty (20) days during any month to 
deliver to Buyer the daily quantity of gas requested by Buyer up to 
one hundred and ten percent (110%) of the Daily Contract Quantity 
(Buyer being ready, able and willing to take and pay for such quantity 


of gas) Buyer may notify Seller in writing of such failures. Seller 
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shall have such time as may be necessary provided it proceeds 
promptly and continues diligently thereafter in its attempts to restore 
its ability to deliver such quantity during which time the Daily Contract 
Quantity shall be reduced temporarily to a volume equal to ninety 
percent (90%) of the average daily volume of gas Seller delivered to 
Buyer during the twenty (20) days on which Buyer's notice was based, 
In the event Seller's attempts to restore its ability to deliver one 
hundred and ten percent (110%) of the Daily Contract Quantity in effect 
prior to such notice are unsuccessful as evidenced by Seller's failure 
to deliver such quantity on each day of a thirty (30) consecutive day 
test conducted by Seller and Buyer for the thirty (30) day period 
commencing on the day following the completion of such attempts, or 
at such earlier time as Seller may request, Buyer shall have the right 
to reduce the Daily Contract Quantity to a volume equal to ninety per- 
cent (90%) of the average daily volume of gas Seller delivered to Buyer 
during the last fifteen (15) days of said delivery test. 

6. If in any contract year there are in effect two or more 
volumes representing the Daily Contract Quantity, then Buyer's 
minimum obligation for such contract year to pay for gas, whether or 
not taken, shall be based upon the sum of the products of ninety percent 
(90%) of each such volume and the number of days each such volume 


was in effect. 
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yg It is the intent of this Contract that, conditional upon Seller 
having sufficient deliverability, Buyer shall take from Seller the latter's 
fair share of the gas produced from the Leduc (D-3) zone of said field. 
If at any time after the first delivery of gas hereunder Seller believes 
that the Daily Contract Quantity is less than such fair share, Seller may 
notify Buyer, and Buyer agrees to negotiate with Seller in an attempt to 
establish a revised Daily Contract Quantity which will, as nearly as pos- 
sible, represent Seller's said fair share. Should Buyer and Seller be 
unable to reach agreement, either party shall have the right to refer the 
matter to arbitration in accordance with Article XV hereof. 
ARTICLE V - QUALITY OF GAS 

li The gas when delivered hereunder shall be merchantable gas 
and shall be considered merchantable gas if it at all times complies with 
the following quality requirements. 

(i) Heating Value: The gas when delivered hereunder shall 
have a gross heating value of not less than nine hundred and seventy-five 
(975) BTUs per cubic foot but, at the option of Buyer, gas at lower gross 
heating value may be delivered. 

(ii) Freedom from Objectionable Matter: The gas to be de- 
livered by Seller hereunder: 

(a) Shall be commercially free from dust, gums, crude 
oil, hydrocarbons liquefiable at temperatures in excess of fifteen de- 


grees (15°) Fahrenheit at eight hundred (800) pounds per square 


« 15 = 


fd. en Es 


inch gauge, impurities and other objectionable substances which may 
become separated from the gas and interfere with its transmission 
through pipe lines. 

(b) Shall be commercially free from hydrogen sulphide, 
containing not more than one (1) grain of hydrogen sulphide per one 
hundred (100) cubic feet. 

(c) Shall not contain more than twenty (20) grains of total 
sulphur per one hundred (100) cubic feet. 

(d) Shall not contain more than two per cent (2%) by volume 
of carbon dioxide. 

(e) Shall have been dehydrated by Seller for removal of 
water present therein in a vapor state, and in no event contain more 
than four (4) pounds of water vapor per one million (1,000,000) cubic 
feet of gas, when measured at a pressure of fourteen and four-tenths 
(14,4) pounds per square inch absolute and a temperature of sixty 
degrees (60°) Fahrenheit. 

(f) Shall not exceed one hundred and twenty degrees (120°) 
Fahrenheit in temperature at the point of delivery. 

rap Tests to determine the sulphur, hydrogen sulphide, and 
carbon dioxide content of the gas at the point of delivery shall be made 
by Buyer, at Buyer's expense, by approved standard methods in general 
use in the gas industry, and the water vapor content of such gas shall 


be determined by Buyer, at Buyer's expense, by the use of a dew-point 
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apparatus approved by Buyer and Seller. Tests shall be made by Buyer 
frequently enough to assure that the gas is conforming continuously to 
the quality requirements. Buyer shall have the right to require Seller 
to remedy any deficiency of the gas in quality and, in the event such 
deficiency is not remedied, the right, in addition to all other remedies 
available to it by law, to require Seller to discontinue deliveries here- 
under until such deficiency is remedied. If Seller is unable to remedy 
the deficiency Buyer shall have the right to reduce the Daily Contract 
Quantity, as provided in Article IV, to ninety percent (90%) of the vol- 
ume which the Seller can deliver in conformity with the quality require- 


ments hereof. 


ARTICLE VI - MEASUREMENT 


Ne Unit of Measurement: The unit of volume for purposes of 
measurement hereunder, except for gross heating value, shall be one 
(1) cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit 
and at a pressure of fourteen and four-tenths (14.4) pounds per square 
inch absolute. For purposes of measurement the atmospheric pressure 
at the point of measurement hereunder shall be assumed to be constant 
at thirteen and one-tenth (13.1) pounds per square inch absolute. 

Ze Method of Measurement: All measuring equipment, devices 
and materials required in this Article shall be installed, maintained, 


and operated, or furnished, by Buyer at Buyer's expense. Seller may 
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install and operate check measuring equipment provided it does not 
interfere with the use of Buyer's equipment. In determining the volumes 
of gas delivered hereunder the following practices shall prevail. 

(i) Metering: The gas delivered by Seller to Buyer hereunder 
shall be metered at the point of delivery by one or more orifice meters 
installed and maintained, and volumes shall be measured (except for 
correction for deviation from Boyle's Law), in accordance with the 
methods prescribed in "Orifice Metering of Natural Gas'', Gas Measure- 
ment Committee Report No. 3, of the American Gas Association, 
including the Appendix thereto, as published April 1955 or any 
subsequent revision thereof acceptable to Buyer and Seller, Correction 
shall be made for deviation of the gas from Boyle's Law at the pressure 
and temperature at which gas is delivered hereunder, To determine the 
factors for such correction a quantitative analysis of the gas shall be 
made at reasonable intervals with such apparatus as shall be agreed 
upon by Buyer and Seller, and such factors shall be obtained from data 
contained in ''Supercompressibility Factors for Natural Gas'!, Volumes 
1 through 6, inclusive, or in "Tables for the Determination of Super - 
compressibility Factors for Natural Gas Containing Nitrogen and/or 
Carbon Dioxide", Volume 7, as published by the American Gas 
Association in 1955, or any subsequent revision thereof acceptable to 
Buyer and Seller. 


(11) Specific Gravity: Tests to determine the specific gravity 
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of gas delivered hereunder shall be made by Buyer in accordance with 
the American Petroleum Institute's Recommended Practice 50A dated 
April 1953, or any subsequent revision thereof acceptable to Buyer and 
Seller. The gas samples to be tested shall be representative of the 
gas delivered hereunder at the time such samples are taken and may 

be either spot samples or samples taken over a period of time. Sample 
shall be taken at reasonable intervals by Buyer, provided that if the 
total quantity of gas available for delivery to Buyer at the point of 
delivery hereunder is in excess of 50,000 Mcf per day, Buyer will 
install continuous recording equipment when requested by Seller so to 
do The specific gravity determined by any test shall apply to the 

gas delivered hereunder from the date the spot sample was taken or 
from the commencement date of a sample taken over a period of time, 
as the case may be, until the next test. In the event continuous 
recording equipment is installed, the specific gravity of the gas delivered 
each day shall be the arithmetical average of the specific gravities 
determined during such day. 

(iii) Temperature; The flowing temperature of the gas 
delivered hereunder shall be determined by means of a recording 
thermometer of a type acceptable to Buyer and Seller, installed and 
maintained by Buyer in accordance with the specifications set forth in 
said Gas Measurement Committee Report No. 3. The arithmetical 


average of readings each day shall be deemed the gas temperature and 
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used in computing the volumes of gas delivered during such day. 

(iv) Correction and Adjustment: If at any time any of the 
measuring equipment is registering inaccurately by an amount exceed- 
ing two percent (2%) at a reading corresponding to the average hourly 
rate of flow, the previous readings of such equipment shall be corrected 
to zero error for any period definitely known or agreed upon, or if not 
so known or agreed upon, for a period of sixteen (16) days or one-half 
(1/2) of the elapsed time since the last test, whichever is shorter. 

If the measuring equipment is out of service, the volume of gas delivered 
during such period shall be determined: 

(a) by using the data recorded by any check measuring equip- 
ment accurately registering; or 

(b) if such check measuring equipment is not registering 
accurately but the percentage of error is ascertainable by a calibration 
test, by using the data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above can 
be used, by estimating the quantity delivered, by reference to deliveries 
under similar conditions during a period when the equipment was register- 
ing accurately. 

No correction shall be made in the recorded volumes of gas delivered 
hereunder for inaccuracies in measuring equipment of two percent (2%) 


or less. 
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oy Heating value: Tests to determine the gross heating value 
of gas delivered hereunder shall be made by Buyer utilizing a Cutler- 
Hammer recording calorimeter, or the equivalent, operated and main- 
tained in accordance with General Order No. 58B, "Standards of 
Calorimetry for Caseous Fuels", approved December 28, 1955 by the 
Public Utilities Commission of the State of California, or any 
subsequent revision thereof acceptable to Buyer and Seller, The gas 
samples to be tested shall be representative of the gas delivered 
hereunder at the time such samples are taken and may be either spot 
samples or samples taken over a period of time. Samples shall be 
taken at reasonable intervals by Buyer, provided that if the total 
quantity of gas available for delivery to Buyer at the point of delivery 
hereunder is in excess of 50,000 Mcf per day, Buyer will install a 
calorimeter for continuous recording of the heating value of the gas 
at the point of delivery when requested by Seller soto do. The gross 
heating value determined by any test shall apply to the gas delivered 
hereunder from the date the spot sample was taken or from the com- 
mencement date of a sample taken over a period of time, as the case 
may be, until the next test. The gross heating value per cubic foot 
of the gas delivered shall be determined for any month by taking the 
PP itbeetical average of the daily heating values as determined in 


accordance with this Section 3. 
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ARTICLE VII - MEASURING AND TESTING EQUIPMENT 

1. Testing Meter Equipment: The accuracy of Buyer's measuring 
equipment shall be verified by test, using means and methods acceptable 
to Seller, at least once each month and at other times upon request of 
Buyer or Seller. Notice of the time and nature of each test shall be 
given by Buyer to Seller sufficiently in advance to permit convenient 
arrangements for Seller's representative to be present. Tests and 
adjustments shall be made in the presence of and observed by a 
representative of Seller, if present, and if any of the measurement 
equipment is found to be registering inaccurately in any percentage, it 
shall be adjusted at once to read as accurately as possible. If, after 
notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. 
All tests of such measuring equipment shall be made at Buyer's 
expense, except that Seller shal] bear the expense of tests made at 
its request if the inaccuracy is found to be two percent (2%) or less. 

Zs Inspection of Equipment; Buyer and Seller shall have the 
right to inspect equipment installed or furnished by the other, and 
the charts and other measurement or test data of the other, at all 
times during business hours; but the reading, calibration and adjust- 
ment of such equipment and changing of charts shall be done only by 
the party installing and furnishing same. Unless the parties other- 


wise agree, each party shall preserve all original test data, charts 
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and other similar records in such party's possession, for a period of 


at least six (6) years. 


ARTICLE VIII - DELIVERY PRESSURE AND POINT OF DELIVERY 


l. The delivery pressure of the gas delivered hereunder shall 
be any pressure required by Buyer not in excess of nine hundred (900) 
pounds per square inch gauge. In the event that compression 
facilities are required to bring such gas to the pressure required by 
Buyer under this Section, then Seller shall have the option of installing 
such facilities, and in the event that Seller does not desire to install 
such facilities, then Buyer shall have the right to do so. In the event 
that both Buyer and Seller elect not to install compression facilities, 
then the Daily Contract Quantity shall be reduced to a volume equal 
to ninety percent (90%) of the daily quantity of gas Seller is then 
capable of delivering to Buyer at such delivery pressure. If Buyer 
requests gas at a pressure higher than herein provided and Seller is 
willing and able to maintain such higher pressure, then Seller shall be 
compensated for such higher pressure at a rate agreed upon between 
Buyer and‘seller, 

ba The point of delivery of all gas delivered hereunder shall be 
where such gas leaves Seller's facilities and enters Buyer's facilities 
at a central point in the field or at the outlet of the plant where 
Seller's gas is processed, 


is Title to all gas delivered hereunder shall pass from Seller 
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to Buyer at the point of delivery. Until passage of title, Seller shall 
be deemed to be in control and possession of and be responsible for 
such gas and, thereafter, Buyer shall be deemed to be in control and 
possession of and be responsible for such gas. 

Subject to the other provisions hereof, this Contract shall 
be effective from the date hereof and shall continue for a period of 
twenty-five (25) contract years or until the expiration of Buyer's 
authorization to remove gas purchased hereunder from the Province 
of Alberta, whichever first occurs, 

APTI Chin 3%) WeRIGr 
Ie (i) The prices to be paid by Buyer for gas delivered here- 
under or required to be paid for if tendered and not taken during the 
following respective periods, unless changed as hereinafter provided, 
shall be as follows; 
Period ries 


From date of initial delivery 


ineough June 30, 1961 5. <4 13.008 per Met 
linotmauly Loo L9G li through: June, 30%. 1962 4 ..4° 14,50¢ peruMct 
Bromeuny i. (9b2:through Jume,30, [963 4 < ./ 15.256 per dwMct 
ERO velo Gs thvoush Jane 30) 1964.0. 9. 15, 750 per Mot 
From Joly L908 through Jane 30,°1965 .... 2 56, 25>. per Mct 
Pom velo Goat ourlelune 30) 1966. si. lb. SOC periMct 
From July Vc\o6eethrough June 30, 2967 .. . 16, 75° per Mcr 
Brom JG vy. elo tor one June 0s 19605 Jee iy wO0C HeroiMcr 
From Joly 1, 190ednrournwupe 20, 197s ..» . Vi. 255 per ower 
rom Jive) o (isthe time 40, LOTS pe 18. SOC per Mot 
From July 1, 1978 through June 30, 1983... . I9, 75¢ per wict 
Krom July 1, J983,and thereaiter during 
Ther teri uereot 4 4,. 21,00¢, per Mcf 


The foregoing prices are expressed in Canadian currency. 
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(ii) Buyer and Seller shall endeavor to redetermine the 
prices to be paid pursuant to this Contract on July 1, 1968 and at five- 
year intervals thereafter during the term of this Contract. 

(iii) In the event that Buyer and Seller are unable to agree 
upon prices and the effective dates thereof, and either is dissatisfied 
with the manner in which negotiations are proceeding, then such party 
shall have the right to refer the matter to arbitration in accordance 
with Article XV, and the arbitrators shall determine the fair market 
price or prices and the effective date or dates thereof for the applic- 
able five (5) year pricing period (which prices may escalate upwards 
during such period), which price or prices shall be the price or prices 
to be paid for gas during such period pursuant to this Contract. 

Regardless of anything herein elsewhere contained, any 
prices fixed by redetermination or by arbitration shall in no event be 
effective earlier than the first date of the new pricing period or be 
lower than the price set forth in Subsection (i) of this Section 1. If 
the price, or the time weighted average of the prices, so fixed for said 
new pricing period exceeds the price set forth in said Subsection for 
said new pricing period, then the amount of the excess shall be added 
to the price set forth in said Subsection for each of the remaining pric- 
ing periods and the new prices thus determined shall be substituted for 
the prices set forth in said Subsection. 

Z. The prices stated in Subsection (i) of Section 1 of this 


Article X shall be applicable to gas delivered hereunder for any month 


Aye 
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with a gross heating value per cubic foot of gas of no more than one 
thousand and twenty-five (1025) BTUs and no less than one thousand (1000) 
BTUs. Ifthe gross heating value per cubic foot of gas delivered here- 
under for any month is less than one thousand (1000) BTUs or more than 
one thousand and twenty-five (1025) BTUs, the price of such gas shall be 
the product of the price stated in Subsection (i) of Section 1 of this Article 


X and the applicable multiplier selected from the following table: 


BTU Content Multiplier 
For gas with a BTU content of more than 1025 to 1050, incl. - 1.025 
For gas with a BTU content of more than 1050 to 1075, incl. - 1.050 
For gas with a BTU content of more than 1075 - - = - ewok: OTD 
For gas with a BTU content of less than 1000 to 975, incl. - 2975 


For gas with a BTU content of less than 975 to 950, incl. = ~ 950 

oe If at any time during the term of this Contract any new or in- 
creased occupation, production, severance or sales tax or taxes of 
similar nature or equivalent in effect (not including income, capital stock, 
franchise or property taxes) other than or in excess of a tax prevailing 
as of the date hereof, shall be imposed by any lawful authority on the gas 
delivened to Buyer pursuant to this Contract or on or in respect to the 
production thereof, or on the sale thereof, so that Seller shall be required 
to pay such increase either directly or indirectly, Buyer shall, subject to 
the conditions hereinafter set forth, pay to Seller one-half (1/2) of any 
such increase in taxes or one~half (1/2) of such new taxes. In case any 
such reimbursement of taxes is to be made, Seller shall notify Buyer 
immediately and shall within ninety (90) days prepare and submit to Buyer 


a statement setting forth the amount of such new or additional taxes that 
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it has paid and, withinthirty (30) days after submission of such statement, 
Buyer shall reimburse Seller to the extent of one-half of such new or 
additional taxes as herein defined which Seller shall have so paid. 

4. Notwithstanding any provision of this Contract to the contrary, 
if in order to comply with or by reason of any present or future law, rule, 
regulation or order, either of the Oil and Gas Conservation Board of the 
Province of Alberta or other governmental authority having jurisdiction, 
the basis or method of measurement of gas delivered hereunder is 
changed, then the price per Mcf for gas purchased hereunder shall be 
adjusted so that Seller will receive the same total payment as would have 
been received had no such change in the basis or method of measurement 
been made. 

Ds On or before August 15th of each year of the term hereof, 
commencing with the year 1968, Buyer will give written notice to Seller 
stating therein the weighted average of Buyer's costs per Mcf of gas 
purchased (including gas paid for but not taken) for the contract year end- 
ing on the immediately preceding June 30th from gas producers delivering 
gas to Buyer or Buyer's nominee from fields located in whole or in part 
within the Province of Alberta. In the event such weighted average of 
Buyer's costs per Mcf is greater than the price per Mcf payable to Seller 
under the provisions of this Contract other than the provisions of this 
Section 5 for gas deliverable to Buyer hereunder for any month during the 
twelve (12) months period commencing on the next following November lst, 


Buyer will increase the price per Mcf payable to Seller for gas deliverable 
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hereunder during such month by an amount equal to the difference between 
such weighted average of Buyer's costs per Mcf and such price per Mcf 
payable to Seller under the provisions of this Contract other than the pro- 
visions of this Section 5. The term "cost per Mcf" as used herein shall 
mean the purchase price per Mcf plus the amount per Mcf, if any, paid by 
Buyer to a producer for the kind of taxes included in Section 3 of this Article 
paid or payable by the producer, and such cost shall be determined with 
respect to any other Contracts on the same basis of quality (including BTU 
content), measurement, and terms and conditions of delivery as provided 
for gas delivered hereunder. 

6. Currency Adjustment: 

(i) During any month in which the arithmetical average of the 
daily exchange rate of Canadian currency and United States currency as 
published at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern 
Daylight Time, as the case may be, by the Bank of Canada at the City of 
Ottawa, is not more than One Hundred and Eight (108) United States Cents 
or not less than Ninety~eight (98) United States Cents for One (1) Canadian 
Dollar, then the total quantity of gas delivered by the Seller to the Buyer 
in such month shall be considered sold and purchased at the prices provided 
for herein in Canadian currency. 

(ii) During any month in which the average exchange rate 
determined as provided in Subsection (i) above is: 

(a) In excess of One Hundred and Eight (108) United States 


Cents and is not more than One Hundred and Thirteen (113) United 
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States Cents for One (1) Canadian Dollar, or 


(b) Less than Ninety-eight (98) United States Cents but not 


less than Ninety-three (93) United States Cents for One (1) Canadian 


Dollar, 


then the total quantity of gas delivered by the Seller to the Buyer in 


such month, subject to the provisions of Subsection (v) of this Section 


6, shall be considered sold and purchased at the price in Canadian 


currency calculated as follows: 


Let: 


Then: 


Pc = Price payable in Canadian currency during the 
month; 
C = Volume of gas sold out of The Project during 


such month to purchasers for use in Canada; 


US = Volume of gas sold out of The Project during 
such month to purchasers for use in the 
United States; 


P = Price in the Contract; 


E - Average exchange rate during such month 
determined in accordance with the provisions 
of Subsection (i) above; 


In case such average exchange rate exceeds One Hundred and 
Eight (108) United States Cents for One (1) Canadian Dollar: 


Pe = ( C x P) 4 ( US x Px 108 ) 
(eto) 40S ) (Cc + US Er) 


In case such average exchange rate is less than Ninety-eight 
(98) United States Cents for One (1) Canadian Dollar: 


Pc = x P) 6 ( US rise: geo) 
( 


( C 
(6 at 2 Us ) Cc + US E ) 
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(iii) In the event that such average exchange rate exceeds 
One Hundred and Thirteen (113) United States Cents or is less than 
Ninety-three (93) United States Cents for One (1) Canadian Dollar for 
less than three (3) consecutive months, the price payable by Buyer to 
Seller for gas delivered hereunder during such months shal] be adjusted 
in accordance with the applicable formula set forth in Subsection (ii) 
of this Section 6, using as the value of E, One Hundred and Thirteen 
(113) or Ninety-three (93) United States Cents respectively, as the case 
may be. 

(iv) In the event that such average exchange rate exceeds 
One Hundred and Thirteen (113) United States Cents or is less than 
Ninety-three (93) United States Cents for One (1) Canadian Dollar for 
at least three (3) consecutive months, then the currency adjustment 
formula to be used for such months and as long thereafter as such 
exchange rate prevails shall be renegotiated between Buyer and Seller; 
provided, however, that pending completion of such renegotiation the 
price payable by Buyer to Seller shall be calculated in accordance 
with the applicable formula set forth in Subsection (11) of this Section 
6. The currency adjustment formula agreed upon in such renegotiation 
shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Thirteen (113) United States Cents or 
was less than Ninety-three (93) United States Cents for One (1) Canadian 


Dollar, and the payments between Buyer and Seller shall be adjusted 


wea) 


accordingly. If the parties are unable to agree upon a currency 
adjustment formula within six (6) months, then either party shall have 
the right to have the currency adjustment formula applicable during 
such period determined by arbitration in accordance with Article XV. 
(v) In no event shall the value of ''Pc" as calculated under 
the provisions of Subsection (ii), (iii) and (iv), for the period pending 
renegotiation as provided therein, of this Section 6 exceed or be 
less than the value of ''P'', as the case may be, by more than One (1) 


Cent per Mcf. 


ARTICLE XI - BILLINGS AND PAYMENTS 


bs Buyer shall render to Seller on or before the fifteenth day 
of each month a statement as to the amount of gas delivered by Seller 
during the month preceding. Said statement, unless objected to by 
either party within one (1) year after being rendered, shall be accepted 
by both parties as correct. Seller shall render an invoice therefor 
as soon as practicable after receipt of said statement. Buyer agrees 
to make payment (in Canadian currency) to Seller on or before the 
Twenty-fifth day of such month or the tenth day after receipt of 
Seller's invoice, whichever shall occur later. Should Buyer fail to 
pay any amount due to Seller by the due date, interest thereon shall 
accrue at the rate of six percent (6%) per annum from such date until 
paid; and if such failure to pay continues for sixty (60) days, Seller 


thereafter may suspend deliveries of gas hereunder and if such failure 


Pe a ee 


continues for thirty (30) additional days, Seller thereafter may, in 
addition to any other rights Seller may have, terminate this Contract; 
provided, however, in order for Seller to have the right to suspend 
deliveries or terminate this Contract, Seller must first have notified 
Buyer in writing fifteen (15) days prior to exercising either or both 

of such rights of its intent to do so and give Buyer the right to pay 

the amount so due to Seller within such fifteen (15) day period. Either 
Buyer or Seller may submit to Arbitration in accordance with Article 
XV any dispute as to the amount due Seller for gas delivered hereunder; 
and pending the arbitrators' award Seller's remedies hereinabove 
provided shall be suspended as to the amount in controversy. 

2. If, by reason of the provisions of Article IV hereof that 
Buyer shall pay Seller for an average daily volume equal to ninety per- 
cent (90%) of the Daily Contract Quantity during each contract year, 
whether taken or not, a payment for gas not taken shall be due Seller 
from Buyer, such payment shall be made to Seller within sixty (60) 
days after the end of the contract year for which such payment shall be 
due. Said payment shall be based on the price in effect on the last 
day of said year. The provisions of Section 1 of this Article as to 
non-payment shall be applicable to this Section 2. 

oe All calculations with respect to the price per Mcf of gas shall 
be carried to five significant figures and the price per Mcf as so 


calculated rounded to the nearest one-hundredth (1/100th) of a cent. 


ARTICLE XII - FORCE MAJEURE 


ls If either party to this Contract shall fail to perform any 
obligation hereby imposed upon it and such failure shall be caused, or 
materially contributed to, by any acts of God, strikes, lockouts, or 
other industrial disturbances, acts of the Queen's enemies, sabotage, 
wars, blockades, insurrections, riots, epidemics, landslides, lightning, 
earthquakes, floods, storms, fires, washouts, arrests, restraints of 
rulers and peoples, civil disturbances, explosions, breakage of or 
accident to machinery or lines of pipe, hydrate obstructions of lines 
of pipe, temporary failure of gas supply, freezing of wells or delivery 
facilities, well blowouts, craterings, inability to obtain pipe, materials 
or equipment including those necessary for The Project, the order of 
any governmental authority having jurisdiction or the order froma 
court of final jurisdiction (provided that nothing herein contained 
shall require either party to appeal any order which in the opinion 
of that party is within the jurisdiction of the body making it and from 
which an appeal in the best legal opinion secured by such party has 
little chance of success), any act or omission (including failure to 
take gas) of a purchaser of gas from Buyer, of a transporter of gas 
to Buyer, or of a transporter of gas purchased by Buyer, or any other 
cause, whether of the kind enumerated or otherwise, not within the 
control of the party invoking this Article and which by the exercise of 


due diligence such party could not have prevented, or shall be occasioned 


mt ae 


by the necessity for making repairs to or reconditioning wells, 
machinery, equipment, or pipelines, not resulting from the fault or 
negligence of such party, such failure shall not be deemed to be a 
breach of the obligation of such party hereunder, but such party shall 
use reasonable diligence to put itself again in a position to carry out 
its obligations hereunder, The foregoing provision shall be construed 
so as to reduce Buyer's obligation to pay for gas, whether or not 
taken, by an amount proportionate to the quantity of gas Buyer shall 
be unable to take in any contract year as a consequence of any of the 
aforementioned causes. Nothing contained herein shall be construed 
to require either party to settle a strike or lockout by acceding against 
its judgment to the demands of opposing parties. 

oe No such cause affecting the performance of this Contract by 
either party shall continue to relieve such party from its obligation 
after the expiration of a reasonable period of time within which by 
the use of due diligence such party could have remedied the situation 
preventing its performance, nor shall any such cause relieve either 
party from its obligation to make payment of amounts then due here- 
under, nor shall any such cause relieve either party from its obligation 
unless such party shall give notice thereof in writing to the other party 
with reasonable promptness; and like notice shall be given upon 


termination of such cause, 


Pee 


ARTICLE XIII - WARRANTY OF TITLE AND 
RESPONSIBILITY OF SELLER 


Seller represents and warrants that it has full right and 
authority to enter into this Contract, that, subject to failure of title 
through inadvertence, unavoidable failure of title, causes beyond the 
reasonable control of Seller and to the applicable laws, rules and 
regulations and to the provisions of Article II] and Section 2 of Article 
XVI of this Contract, Seller's leases are, in Seller's opinion, in full 
force and effect and capable of being maintained in full force and 
effect and will not be disposed of or dealt with by Seller, except 
through inadvertence, if the result of so doing will be to materially 
affect Seller's ability to fully perform its obligations hereunder, 
that Seller has title to the gas to be sold and delivered hereunder and 
that all such gas is owned and will be delivered by Seller free from 
all liens and adverse claims, including liens to secure payment of 
any taxes. Seller shall at all times have the obligation to make 
settlements for all royalties and overriding royalties due and 
payments to the mineral and royalty owners under Seller's leases 
and other documents, as may appear of record or otherwise be 
binding upon Seller, and in accordance with the terms of the 
respective leases and other documents, and to make settlements 
with all other persons having any interest in the gas sold hereunder. 
Seller agrees to indemnify Buyer and save it harmless from all 


suits, actions, debts, accounts, damages, costs, losses, liabilities 
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and expenses arising from or out of claims of any or all persons to 
said gas or to royalties, taxes, or other charges thereon which attach 
before the title passes to Buyer or which may be levied and assessed 
upon the sale thereof to Buyer. In the event of any adverse claim of 
any Character whatsoever being asserted in respect to any of said gas, 
Buyer may retain, as security for the performance of Seller's oblig- 
ations with respect to such claim under this Section, the purchase 
price thereof up to the amount of such claim, without incurring lia- 
bility for interest, until such claim has been finally determined or 
until Seller shall have furnished bond to Buyer conditioned for the 
protection of Buyer with respect to such claim. 
ARTICLE XIV - RESERVES OF SELLER 

1. Seller dedicates exclusively to the performance of this Con- 
tract all gas found in Seller's lands and Seller agrees to make available 
to Buyer therefrom sufficient gas to ensure performance of this Contract. 

fons Commencing in the year 1963, prior to July lst of said year 
and of eachiodd numbered year thereafter during the term hereof, Seller 
and Buyer will conduct a joint study of Seller's reserves dedicated 
hereto and the deliverability therefrom to determine whether or not 
Seller is capable of performance of this Contract, and if capable, 
whether Seller has dedicated to its performance reserves in excess of 
those required for performance of this Contract. In the event Seller 


and Buyer are unable to agree upon the amount of gas reserves 


MET Ne 


ae . 
Gs 
qxe 


ot enoetsg Us to yms io emails lo duo 10 rot gratis eons 


ats part! 
iid i 
| dostts dointw nostsd? seygitsd> todio 160 ,e9x%s} ,astiisyot oF 10 85g bise 


bseesees bas baivel od ysm doidw to teyud of eoessq 911i eit stotsd 


to misis setevbs yas to Inevs sdi nl) 6 .tsyu4 oO tos 194i slse sdt soqu 


. . j 
16 Of Jo9qgeot at beit9a%es gmiod sovsoeisdw tejos redo yas 


Cc YW) Fy . = , f 
. 869 bise io yx: 
-giido e'tallso2 lo s2aamtolteq sf tol ylituo9e® 6& ,AtsIsT (Sor royu , 


skredotug sd! ,motioesé eid’ tobaw misip dove otf fooqest diitw anoiis 


vor “;~ 7 
g2ii8 4 aJ o tee Ss 


oat syordtiw .ottislo dave to invorts sft of qu los ted? sofa 


sb vilanit ased esd mislo dove Linu ,jeotoint, 101 ytilid 


4 
- 


"oO boenimtto 
oft tol benoitibnos 1yuG, of baod bsdeintyt eved lIlede talise Line 


mitaia dove of Joeqeot dtiw t9eyva to moligsJo1q 


AZIISA2 TO 2AVAS!AA - VIX, SIOITAA 


tt mei — 


pt i A 


“nod ein? ta - mroitea oft of ylovienloxs estscibeb tz9llse i — 
; 
sidslisvs 2Asmt of esotgs sellod bas abasl a'islice az bauoit esg Ils i957) 
jostinoD eirlt lo somemitolisg stvens OF @&y Jno! lve morte tedt 1syud oF 
teoy bis o tel yinl of t0ing .fd0L re9y offi nt gaignanmmol ~~ 
~slisé .tosted mite srt griiub 1eftssisdi? tseay bersdmun bbo dos® to bns 
= 


betéoibeb eoviseo% e'19lle2 lo ybute tnioy, 6 tonbaoo Iiw a9yuG bas ; 


; jon 10 19diedw snimtsteb of motisted! vitlids1svileb eds bas oje19sd 
it Se 


19lie2 tneve adi nl 


- Pe 7 rm, . 
S15 T9y 7h | 
ora so 


2919251 ‘869 lO tnwoOtns snd) nOgEU 99195 of aldsau 


i - - j 
f oF 7 | 


3) 


- i j 
6 een 


9/26 


dedicated hereto or the deliverability therefrom, or both, or in the event 
Seller delivers written notice to Buyer at any time prior to any such 
July Ist date referred to above that Seller wishes to dispense with the 
joint study of Seller's gas reserves and deliverability and arbitrate 
Seller's Eaeeees and deliverability commencing on such applicable 
July lst, then the matter in question shall be submitted to arbitration 
as hereinafter provided. Seller and Buyer shall each appoint an 
arbitrator, and the two arbitrators so appointed shall appoint a third 
arbitrator, which third arbitrator may be the Oil and Gas Conservation 
Board of Alberta. If, within thirty (30) days said two arbitrators are 
unable to agree upon such third arbitrator, the Oil and Gas Conserv- 
ation Board of Alberta shall be the third arbitrator. The three 
arbitrators so appointed will proceed immediately to determine not 
later than September 15th the matter in question in accordance with 
the Principles of Arbitration as set out in the last two paragraphs of 
mrticle XV hereot. 

J (i) In the event it 1s determined by the parties or the arbi- 
trators that reserves are sufficient, but deliverability is insufficient, 
Seller shall have such time as may be necessary, provided it proceeds 
promptly and continues diligently, to proceed with such additional devel- 
opment or such additional remedial measures as may be reasonable in 
the opinion of Seller as may be necessary from time to time to comply 
with Section 3 of Article IV. In the event Seller shall fail within such 


time to complete such additional development as may be necessary to 
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comply with Section 3 of Article IV, Buyer shall have the right to reduce 
the Daily Contract Quantity to Ninety percent (90%) of the deliverability. 
Nothing contained in this Subsection (i) of Section 3 shall be construed to 
limit the right of Buyer to proceed at any time pursuant to Section 5 of 
Article IV. 

(ii) In the event it is determined by the parties or the 
arbitrators that deliverability is sufficient but reserves are insufficient, 
Buyer shall have the right to reduce the Daily Contract Quantity here- 
under in direct proportion to the deficiency in reserves required for 
the remainder of the term hereof, if Seller is unable to prove additional 
reserves within the six (6) months period immediately following the com- 
pletion of such studies. 

(iii) In the event it is determined by the parties or the 
arbitrators that Seller has dedicated reserves in excess of those 
required for Seller to perform this Contract for the remainder of the 
term hereof, Seller may at its sole option elect to develop additional 
deliverability of such excess reserves. Inthe event that Seller elects 
to develop additional deliverability of such excess reserves, Seller 
agrees to sell to Buyer and Buyer agrees to purchase such excess 
gas under the terms and conditions of this Contract, and the appro- 
priate increase in the Daily Contract Quantity and the effective date 
thereof shall be agreed upon by Buyer and Seller or, if they fail to 


agree, shall be determined by arbitration as provided in Article XV. 
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Buyer and Seller agree to use their best endeavors to procure all 
permits, certificates and other authorizations neces sary to make such 
excess gas available for the purposes of The Project. In the event the 
parties cannot obtain such authorizations in form acceptable to them 
within one year after the said appropriate increase has been agreed 
upon or determined, then at the election of Seller said excess reserves 
shall be considered surplus to this Contract and Buyer shall have no 
further right to, or control of, such excess reserves or any portion 
thereof and Seller may sell, use or otherwise dispose of any gas there- 
from in any manner that Seller in its judgment may deem advisable. 

4, Seller shall, from time to time at Buyer's request, furnish 
to Buyer such geological, engineering and production data available to 
Seller as may be needed for a study of the gas reserves and deliver- 
ability thereof, including electrical logs, core analyses and any and 
all information pertaining to such wells; provided, however, that 
Seller shall not be required to furnish any data the release of which 
would be prejudicial, in Seller's opinion, to its interests. 

AR TICLE XV '-: ARBITRATION 

Any arbitration provided for in this Contract or agreed to 
by the parties shall be conducted in accordance with the following 
procedures and principles: 

Upon the written demand of either party and within ten (10) 


days from the date of such demand, each party shall appoint an 
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arbitrator and the two arbitrators so appointed shall promptly there- 
after appoint a third. In the event more than one party has executed 
this Contract as Seller and more than one of such parties is involved 
in a controversy with Buyer, they shall be considered as one party. 
If either party shall fail to appoint an arbitrator within ten (10) days 
from the date of such demand, then the arbitrator shall be appointed 
by a judge of the Supreme Court of Alberta, If the two arbitrators 
shall fail within ten (10) days from their appointment to agree upon 
and appoint the third arbitrator, then upon the application of either 
party, such third arbitrator shall be appointed by a judge of the 
Supreme Court of Alberta, 

The arbitrators shall proceed immediately to hear and 
determine the matter in controversy. The award of the arbitrators, 
or a majority of them, shall be made within forty-five (45) days after 
the appointment of the third arbitrator, subject to any reasonable delay 
due to unforeseen circumstances. 

The award of the arbitrators shall be drawn up in writing 
and signed by the arbitrators, or a majority of them, and shall be 
final and binding upon the parties, and the parties shall abide by the 
award and perform the terms and conditions thereof. Unless otherwise 
determined by the arbitrators, the fees and expenses of the arbitrator 
named for the Seller shall be paid by Seller, the fees and expenses of 


the arbitrator named for the Buyer shall be paid by the Buyer, and the 


Pp ee By 


fees and expenses of the third arbitrator shall be paid in equal 
proportion by the Buyer and Seller. 
ARTICLE XVI - MISCELLANEOUS PROVISIONS 

Ls No waiver by Buyer or Seller of any default by the other 
under this Contract shall operate as a waiver of a future default, 
whether of a like or different character. 

as This Contract shall bind and inure to the respective 
successors and assigns of the parties hereto; but no assignment shall 
release either party from such party's obligations hereunder without 
the written consent of the other party to such release, which consent 
shall not be unreasonably withheld. Nothing herein contained shall 
prevent either party from pleding or mortgaging its rights hereunder 
as security for its indebtedness. 

3 Every request, notice, statement. and bill provided for in 
this Contract shall be in writing and each of them and every payment 
provided for herein shall be directed to the party to whom given, made 
or delivered at such party's address as follows: 

BUYER: ALBERTA AND SOUTHERN GAS CO, LTD. 
Natural Gas Building 


140 Sixth Avenue S. W. 
Calgary, Alberta. 


So ELLER: THE CALIFORNIA STANDARD COMPANY 
Medical Arts Building 
Calgary, Alberta. 
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Any notice hereunder shall be deemed to have been given two (2) 
clear business days after such notice has been deposited in a post 
office with requisite postage thereon. Either party may change 
its address by giving written notice to the other party; provided, 
however, in no event shall Buyer be obligated to pay for gas pur- 
chased hereunder at a point outside of Canada or in currency other 
than Canadian currency. 

4, This Contract and the rights and obligations of the 
parties hereunder are subject to all present and future laws, rules, 
regulations and orders of any legislative body or duly constituted 
authority in Canada now or hereafter having jurisdiction, 

Dia This Contract shall be construed in accordance with 
the laws of the Province of Alberta. 

6. The headings used throughout this Contract are in- 
serted for reference purposes only and are not to be considered 


or taken into account in construing the terms and provisions of 
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any Article nor to be deemed in any way to qualify, modify or 
explain the effects of any such provision or terms. 
IN WITNESS WHEREOF this Contract has been properly 


executed by the parties hereto as of the day and year first above 


written. 
THE CALIFORNIA STANDARD COMPANY 
By 
"SELLER" By _ 
ALBERTA AND SOUTHERN GAS CO, LTD 
=) ieee A a 
"BUYER" By 
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Exhibit A To DICK LAKE GAS 
PURCHASE CONTRACT BETWEEN 
THE CALIFORNIA STANDARD CO. 
AND ALBERTA AND SOUTHERN GAS 


GOrLTD, 
DOTE Oe. DRY OF 2 Se oe 
SIGNED FOR IDENTIFICATION 


THE CALIFORNIA STANDARD COMPANY 


j ALBERTA AND SOUTHERN GAS CO.LTD. f 
PER 


5 4 
DICK LAKE ARERR SCALE 1 INCH | MILE 


SEPT, 26/57 


SCHEDULE "A" 


DICK LAKE FIELD 
UNIT AREA 


(California Standard - British American - Husky - Phillips) 


Canadian Pacific Railway Company Reservation 388 


Crown Petroleum & Natural Gas Lease 


Alberta Expiry Gross 
Legal Description Lease No. Date Acreage 
Lsds. 1& Z2& 102423 L/S. 17.6 91 


southerly most 5.5 
chains throughout 
Lsd. 8 of Sec.9-44-1 W.5M 


Gross California Standard 
Legal Description Acreage Undivided Interest 
Ws 3-44-1 W.5M 320 27.03% 
Ws & NEL 9-44-1 W.5 480 27.03% 
Sec. 15-44-1 W.5M 640 27.03%, 
ES 21-44-1 W.5M 320 27.03% 
S$& NE? 27-44-1 W.5M 480 27.03% 
NW i 35-44-1 W.5M 160 27.03% 
Canadian Pacific Railway Company Lease 
te Sie Pes natal hahied cats hemes aise Salto Misti hate! dniceaal Beles aba odds 
GieP Ri Expiry Gross Calif. Standard 
Legal Description Lease No. Date Acreage Undiv. Interest 
Led. 7 & that ptn. 1004 2/6/66 69 27.03% 
of Led). Sof Ser 
9-44-1 W.5M 
NW 27-44-1 W.5M 1097A 9/16/66 160 27.03% 


Calif.Standard 
Undiv. Interest 


27.03% 
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Alberta Expiry Gross Calif. Standard 

Legal Description Lease No. Date Acreage Undiv. Interest 
E% 4-44-1 W.5M 73334 4/9/69 320 27.03% 
*NE¢ 10-44-1 W.5M 73335 4/9/69 160 27.03% 
W 316-44-1 W.5M 73337 4/9/69 320 27.03% 
Ws 22-44-1 W.5M 73338 4/9/69 320 27.03% 
ES 34-44-1 W.5M 73340A 4/9/69 320 27.03% 
*SWE 2-45-1 W.5M 81792 2/4/72 160 27.03% 
Ws 4-44-1 W.5M 73334A 4/9/69 320 27.03% 
Ws 10-44-1 W.5M 73335A 4/9/69 320 27.03% 
E% 16-44-1 W.5M 73337A 4/9/69 320 27.03% 
E4 22-44-1 W.5M 73338A a1) 59 320 27.03% 
Ws 34-44-1 W.5M 73340A 4/9/69 320 27.03% 
ES 28-44-1 W.5M 101069 6/13/75 320 27 .03% 


NON-UNIT AREA 


Crown Petroleum & Natural Gas Lease 
pa eA tesla es torte ed ek Ahantnt Sheen lah ned 


Alberta Expiry Gross Calif.Standard 
Legal Description Lease No. Date Acreage Interest 
Ws 2-44-1 W.5M 73333 4/9/69 320 100% 
*SE ¢ 10-44-1 W.5M 73335 4/9/69 160 100% 
E411-44-1 W.5M 73336B 4/9/69 320 100% 
Ws 14-44-1 W.5M 73336 4/9/69 320 100% 
*SE¢ 2-45-1 W.5M 81792 aie We 160 100% 


* Denotes other lands contained in lease. 


Alberta Expiry Gross Calif. Standard 


Legal Description Lease No. Date Acreage Interest 
N 4 2-45-1 W.5M 81793 2/4/72 320 100% 
Sec. 11-45-1 W.5M 81794 2/4/72 640 100% 
Ws 12-45-1 W.5M 81795 2/4/72 320 100% 
E 4 12-45-1 W.5M 81796 2/4/72 320 100% 
N% 14-45-1 W.5M 81675 1/29/72 320 100% 
S $14-45-1 W.5M 81676 1/29/72 320 100% 


* Denotes other lands contained in lease. 
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ALBERTA and SOUTHERN GAS CO. LTD. 


NATURAL GAS BUILDING 
140 Sixth Avennve S.W. 
CALGARY, ALBERTA 


January 3, 1958 


The California Standard Company 
Medical Arts Building 
Calgary, Alberta. 


Dear Sirs, 


We have received your letter of October 4, 1957, 
enclosing a form of contract for the sale by you to us of your 
interest in gas found in the Leduc (D-3) zone of the Dick Lake 
Area and confirming that you are prepared to enter into this 
contract with us as soon as the Daily Contract Quantity has 
been determined by you. 


This letter will confirm our acceptance of your offer 


of sale of the said gas on the terms contained in your said 
letter of October 4, 1957 and its accompanying contract for ry. 


Yours very truly, 
ALBERTA AND SOUTHERN GAS CO, LYTD, 
VO bp em 


J, K. Horton 
President 
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THE BRITISH AMERICAN OIL COMPANY umireo 


PRODUCERS -REFINERS -MARKETERS 


PRODUCTION AND PIPE LINE DEPARTMENT 
P.O. BOX 130 
CALGARY. ALBERTA 


September 30, 1957 


Alberta and Southern Gas Co. Ltd., 
Natural Gas Building, 

1406 = Sixth Avenue S.W., 

Calgary, Alberta. 


Dear Sirs: 

We enclose herewith form of contract representing 
the result of negotiations for the sale by The British 
American Oil Company Limited, as Seller, to Alberta and 


Southern Gas Co. Ltd., as Buyer, of gas from the Dick 
> Lake Area in the Province of Alberta. 


Mis Letter will confirm that The British 
American O11 Company Limited is prepared to enter into 
this contract with you covering 1tS interest in the gas 
found in the Leduc (D-3) zone in the lands in the Dick 
Lake Area Gescribed in the contract as soon as the Daily 
Contract Quantity, as-defined in the contract, has been 
determined by The British American Oil Company Limited. 


Very truly yours, 


THE BRITISH AMERICAN OIL COMPANY LIMITIsp 


Iie 


Vice Presider 
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DICK LAKE FIELD GAS PURCHASE CONTRACT 
Between: 
THE BRITISH AMERICAN OIL COMPANY LIMITED 
Seller 
- and - 
ALBERTA AND SOUTHERN GAS CO. LTD. 


Buyer 
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ARTICLE 


XVI 


INDEX 


DEFINITIONS 

CONDITIONS 
RESERVATIONS OF SELLER 
QUANTITY OF GAS 
QUALITY OF GAS 


MEASUREMENT 


- MEASURING AND TESTING 


EQUIPMENT 


DELIVERY PRESSURE AND POINT 


OF DELIVERY 
TERM OF CONTRACT 
PRICE 

BILLING AND PAYMENTS 
FORCE MAJEURE 


WARRANTY OF TITLE AND 
RESPONSIBILITY OF SELLER 


RESERVES OF SELLER 
ARBITRATION 


MISCELLANEOUS PROVISIONS 
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THIS GAS PURCHASE CONTRACT made the day of 
WAT DSI98 7. 
BETWEEN: 


THE BRITISH AMERICAN OIL COMPANY 
LIMITED, a body corporate, having an 
office and carrying on business in the City 
of Calgary, in the Province of Alberta, 
(hereinafter referred to as ''Seller"') 


OF THE FIRST PART, 
- and - 
ALBERTA AND SOUTHERN GAS CO. LTD., 
a body corporate, having an office and 
carrying on business in the City of Calgary, 
in the Province of Alberta, 
(hereinafter referred to as ''Buyer"') 
OF THE SECOND PART. 
Wool, PONG Es ome Becde tite) Dori eae ts 
WHEREAS Buyer is a subsidiary of Pacific Gas and Electric 


Company, a California corporation, hereinafter referred to as 


PEG, and £."; 


AND WHEREAS P. G. and E. and certain subsidiaries 
and/or affiliates of P. G. and E. propose to construct and operate a 
natural gas pipeline project, hereinafter called ''The Project'', having 
for its principal purpose the transportation of gas purchased by Buyer 
to the existing integrated transmission and distribution system of 


P, G. and E.; 
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AND WHEREAS Seiler owns or controls petroleum and 
natural gas rights or interests therein in the Dick Lake Field and 
Seller will have a supply of gas availabie from said field and desires 
to sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from 
Seller together with natural gas from others for The Project; 


NOW THEREFORE itis hereby agreed as follows: 


ARTICLE I - DEFINITIONS 


Le For the purpose of this Contract the following words and 
terms are defined as follows: 

(a) The word '"'day" shall mean a period of twenty-four (24) 
“onsecutive hours, beginning and ending at 8:00 o'clock A.M. Mountain 
Standard Time. 

(b) The word "month" shall mean a period beginning at 
8:00 o'clock A.M. onthe first day of a calendar month and ending at 
8:00 sen A.M. onthe first day of the next succeeding calendar 
month. 

(c) The term ''contract year" shall meana period of twelve 
consecutive months beginning with the month of July, the first contract 
year to begin with the month of July next following the date gas is first 
delivered hereunder. 


(d) The word "gas" shall mean natural gas obtained from 
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the wells or the residue remaining after the natural gas has been 
treated for the removal of any of its constituent parts piles than 
methane and for the removal of methane to such extent as is neces- 
sary in removing other constituents. 

(e) The term "Buyer's facilities'' shall mean the facilities 
constituting The Project, together with such gathering facilities if 
any, a8 may be built by others which are necessary to receive and 
transport the quantities of gas which Buyer undertakes to buy under 
this Contract. 

(f) The term "Seller's facilities" shall mean such facili- 
ties as are required for Seller or its nominee to gather, process and 
deliver gas to Buyer in accordance with the terms and conditions of 
this Contract. 

(g) The term '"Mcf" shall mean one thousand (1000) cubic 
feet of gas as determined on the measurement basis set forth in 
Article VI hereof. 

(h) The term "BTU" shail mean British Thermal Unit. 

(i) The term "gross heating value'' shall mean the number 
of BTUs in a cubic foot of gas at a temperature of sixty degrees 
(60°) Fahrenheit, saturated with water vapor, and at an absolute 
pressure equivalent to thirty (30) inches of mercury at thirty-two 


degrees (32°) Fahrenheit. 
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(j) The term "Seller's lands" shall mean and include the 
lands set out in Schedule ''A" hereto, excluding all natural gas therein 
not indigenous to the Leduc (D3) zone of said lands. 

(k) The word "lease'' shall mean any right of the Seller to 
drill for, produce and dispose of gas in, under and from Seller's 
lands, and shall include any document evidencing such right, 

(1) The word "'reserves'' where used as a noun herein shall 
mean the quantities of merchantable gas which will be available to 
Seller from the total quantities of gas economically recoverable from 
Seller's lands after processing to satisfy the quality specifications 


of Section 1 of Article V hereof. 


ARTICLE II - CONDITIONS 


iy, Before The Project can be constructed and operated, all 
permits, certificates, and other authorizations required under 
applicable laws and regulations must be obtained. Buyer represents 
that Buyer and the other participants in The Project will use diligent 
efforts to procure such authorizations. Buyer shall notify Seller 
in writing within thirty (30) days after each such authorization, in 
form acceptable to said participants, has been obtained, and furnish 
Seller a copy of such authorization. If such authorization contains 
conditions which would preclude Buyer from fully performing this 


Contract in accordance with its terms Buyer shall give written 
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notice to Seller setting out such conditions, and unless Seller, 
within thirty (30) days, agrees in writing to waive performance 
by Buyer, Buyer shall promptly apply for rehearing, and in the 
event that Buyer is unsuccessful in having the authorization 
modified so as to permit Buyer to fully perform this Contract, 
Seller may at its sole option terminate this Contract within 

thirty (30) days after notice from Buyer that Buyer is unable to 
secure such modification. In the event that on or before the 
expiration of fifteen (15) months from the date hereof all necessary 
authorizations in form acceptable to said participants from the 
governmental authorities of the Province of Alberta shall not have 
been obtained, Seller may terminate this Contract by written 


notice to Buyer within sixty (60) days thereafter, and in the event 


- that on or before the expiration of twenty-four (24) months from the 


date hereof all other necessary authorizations, in form acceptable 
to said participants, shall not have been obtained, Seller may at any 
time thereafter give Buyer (60) days' written notice of its intention 
to terminate this Contract and, unless prior to the expiration of 
said sixty (60) day period all of said authorizations shall have been 
obtained, this Contract shall terminate at the end of said sixty (60) 
day period. 

7a Buyer represents that immediately upon all such 


authorizations being obtained by said participants, they will proceed » 
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with due diligence to construct The Project, and Seller agrees that 
it will proceed with due diligence to drill and develop Sellers 

lands and construct Seller's facilities. Each party hereto will use 
its best efforts to the end that The Project may be placed in opera- 
tion by 30 November 1960, or the expiration of twenty-four (24) 
months after all such authorizations have been obtained, whichever 
is the later. In the event Seller is capable of delivering into The 
Project the quantity of gas required hereunder by 30 June 1961, 

or the expiration of thirty (30) months after all such authorizations 
have been obtained, whichever is the later, then, unless excused 
by Article XII hereof, Buyer shall thereafter pay for the quantity 
of gas it is obligated hereunder to take, or pay for if it does not 


take. 


ARTICLE III - RESERVATIONS OF SELLER 


i Seller hereby expressly reserves to itself the following 
rights, namely: To operate its properties, free from any control by 
Buyer, in such manner as Seller in its sole discretion may deem 
Scheie. including, but not so as to restrict the generality of the 
foregoing, the right to determine when and where any additional well 
will be drilled, or when and whether any well will be reworked or 
recompleted, or when and whether any of Seller's eee or gas 
wells cannot or has ceased to produce gas in paying quantities and is 


to be released or abandoned; to determine the manner in which the 
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quantities of gas to be delivered hereunder shall be allocated to and 
produced by Seller from the respective gas wells of Seller on Seller's 


lands; to deliver to the persons entitled thereto the quantities of gas 


’ which such persons have reserved and are entitled to take in kind 


from Seller's lands; and to assign or farm out, subject to this Con- 
tract, any of Seller's leases. 

2s Seller reserves to itself quantities of gas which may be 
required for the development and operation of Seller's lands for the 
production of petroleum and natural gas, including but not limited to, 
gas for gas lift operations and return to reservoir so long as such 
gas lift operations and return to reservoir do not interfere with Seller's 
ability to deliver the quantity of gas required hereunder. Seller also 
reserves to itself sufficient quantities of gas for the operation of 
separator equipment, gasoline, and other extraction plants, com- 
pressor stations, and other facilities for the processing or handling 
of the gas to be delivered hereunder and the products extracted there- 
from. 

ai Seller may extract or permit the extraction of non-hydro- 
carbons and hydrocarbons other than methane from the gas to be 
delivered hereunder, and shall have the right to remove such methane 
as is necessarily removed from the gas in recovering other constit- 
uents; provided that Seller by such processing shall not reduce the 
Pec aetieating value per bie foot below one thousand (1000) BTUs 
unless required to do so to render the gas capable of meeting the 
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quality specifications set forth in Article V hereof. 

4. Seller may unitize any of Seller's leases with properties 
of others in the field and may participate in any oil or gas proration, 
conservation, ratable taking or other similar program, provided that 
in the event Seller's leases are unitized with other properties in the 
field this Contract will cover Seller's interest in the unit derived 
from such leases and the gas attributable thereto, and Seller under- 
takes to and with Buyer that Seller will put forth every reasonable 
effort before entering into any voluntary oil or gas proration, conserva- 
tion, ratable taking or other similar program, including unitization for 
the purposes of conservation, to avoid a reduction in the amount of gas 
deliverable to Buyer hereunder and to avoid postponing any substantial 
part of the gas deliverable to Buyer, but nothing herein contained shall 
require Seller to secure Buyer's consent before entering into such 
program, provided further that if under any such program the amount 
of gas attributable to Seller's lands is less than the quantity of gas 
provided to be delivered under Article IV hereof, that Seller shall not 
be deemed to be in default under this Contract. 

54 Seller shall not be required by the provisions hereof to 
produce any well in excess of its allowable rate of flow as fixed by 
law or regulatory bodies, or in excess of its maximum efficient rate 
of flow as determined by Seller, or in excess of the current rate of 


production permitted Seller under the terms of applicable operating 
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agreements in the case of a well jointly operated with other parties, 
whichever is the smallest quantity. 

6. For the period prior to the date on which The Project is 
placed in operation and for periods during areas Buyer is prevented 
from taking delivery of gas hereunder by any of the causes mentioned 
in Article X!!. Seller shall have the right to sell and deliver gas to 
others in such quantities as may be necessary to prevent the flaring 
of gas or the termination of any of Seller's (anes by reason of 


non-production. 


ARTICLE IV - QUANTITY OF GAS 


de Seller estimates that its present interest in the presently 
proven and probable reserves in the Leduc (D-3) zone in said field 
and in the gas produced therefrom is approximately forty-six percent 
(46%) which percentage interest may be changed from time to time as 
the unitized area and/or the productive limits of said field are changed. 
Seller shall notify Buyer within ten (10) days after the date of first 
delivery of gas hereunder of its then percentage interest and shall 
thereafter notify Buyer promptly each time said interest changes. 
The Daily Contract Quantity which is subject to increase or decrease 
from time to time pursuant to the provisions of this Contract is 
initially | Mcf per day. Subject ta the terms and 
conditions of this Contract, Seller agrees to sell and deliver gas 


to Buyer at the point of delivery referred to in Article VIII, when 


eo 
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and as requested by Buyer, and Buyer agrees to purchase gas from 
Seller as follows: 

(i). In the event that the date odfirst delivery hereunder is 
prior to 30 June,1961, for i period from the date of first delivery 
to 30 June, 1961, Seller shall use its best efforts to deliver to 
Buyer a daily volume of gas up to one hundred and ten percent (110%) 
of the Daily Contract Quantity and Buyer shall, during said period, 
use its best efforts to take an average daily volume equal to ninety 
percent (90%) of the Daily Contract Quantity. 

(ii) For the period beginning on dart 1961 or, if it be later, 
the date of first delivery hereunder, but in no event later than the 
expiration of thirty (30) months after all authorizations referred 
to in Article II have been obtained, and ending the next succeeding 
June 30, and each contract year thereafter for the remainder of the 
term hereof, Seller shall deliver to Buyer up to a volume of one 
hundred and ten percent (110%) of the Daily Contract Quantity, and 
Buyer shall take during each contract year, if available hereunder, 
or pay for, if available and not taken hereunder, a minimum average 
daily volume equal to ninety percent (90%) of the Daily Contract 
Quantity; provided, however, that Buyer shall take, if available 
hereunder, not less than a minimum average daily volume equal to 


eighty percent (80%) of the Daily Contract Quantity during each month 


. WhO Be 
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and a minimum volume equal to seventy-five percent (75%) of the 
Daily Contract Quantity on each and every day. 

rs In the event Seller by written notice to Buyer not later than 
1 July, 1959, elects to increase the initial Daily Contract Quantity by 
not to exceed twenty-five percent (25%), then, subject to the obtaining 
of all necessary permits, certificates and other authorizations, Buyer 
and Seller agree to increase the initial Daily Contract Quantity by the 
percentage so elected, effective 1 July, 1962; provided, further, that 
in the event Seller by written notice to Buyer not later than | July, 1960, 
elects to increase the initial Daily Contract Quantity by not to exceed 
fifty percent (50%), then, subject to the obtaining of all necessary permits, 
certificates and other authorizations, Buyer and Seller agree to increase 
the initial Daily Contract Quantity by the percentage s0 elected, effective 
1 July, 1963; provided, however, that before Seller may make either 
election, Seller and Buyer shall agree, or, if they are unable to agree, 
have determined by an arbitrator selected in accordance with the provisions 
of Section 2 of Article XIV, that Seller's then interest in the then 
estimated proven and probable reserves in said zone is not less than a 
volume equal to the Daily Contract Quantity Seller proposes to elect 
multiplied by the product of three hundred and sixty-five (365) days and 
twenty (20) years. 

oe Seller agrees that Seller's facilities and the number of 


wells which Seller drills initially, and from time to time thereafter, 
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e) shall be sufficient, with reasonable allowance for anticipated decreases 
in deliverability for any cause, including pressure decline, to enable 
it to deliver one hundred and ten percent (110%) of the initial Daily 
Contract Quantity not later than the date The Project is ready for opera- 
tion, and one hundred and ten percent (110%) of the Daily Contract Quantity, 
as it may exist from time to time, thereafter; provided, however, that 
Seller shall not be required to carry its overall development program 
beyond what the Seller considers to be the economic limits. 

4. If Buyer fails to take an average daily quantity equal to ninety 
percent (90%) of the Daily Contract Quantity for any period specified in 
Subsection (ii) of Section 1 of this Article, Buyer shall have the right 

» during the next two succeeding contract years after it has taken an 
average daily quantity equal to ninety percent (90%) of the Daily Contract 
Quantity during each such year, to take without further payment a 
quantity of gas up to the quantity paid for but not taken, but not to exceed 
on any one day, unless Seller consents thereto, a total volume greater 
than one hundred and ten percent (110%) of the Daily Contract Quantity. 
The right of Buyer under this Section shall not extend beyond the term 
of this Contract. 

5: If Seller fails for any twenty (20) days during any month to 
deliver to Buyer the daily quantity of gas requested by Buyer up to 
one hundred and ten percent (110%) of the Daily Contract Quantity (Buyer 


@ being ready, able and willing to take and pay for such quantity of gas) 
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Buyer ey notify Seller in writing of such failures. Seller shall have 
such time as may be necessary provided it proceeds promptly and 
continues diligently thereafter in its attempts to restore its ability 

to deliver such quantity during which time the Daily Contract Quantity 
shall be reduced temporarily to a Pons equal to ninety percent (90%) 
of the average daily volume of gas Seller delivered to Buyer during 
the twenty (20) days on a Ae Buyer's notice was based. In the event 
Seller's attempts to restore its ability to deliver one hundred and ten 
percent (110%) of the Daily Contract Quantity in effect prior to such 
notice are unsuccessful as evidenced by Seller's failure to deliver 
such quantity on each day of a thirty (30) consecutive day test con- 
ducted by Seller and Buyer for the thirty (30) day period Sonieneine 
on the day following the completion of such attempts, or at such 
earlier time as Seller may requcst, Buyer shall have the right to 
reduce the Daily Contract Quantity to a volume equal to ninety per- 
cent (90%) of the average daily volume of gas Seller delivered to | 
Buyer during the last fifteen (15) days of said delivery test. 

6. If in any contract year there are in effect two or more 
volumes representing the Daily Contract Quantity, then Buyer's 
minimum obligation for such contract year to pay for gas, whether or 
not taken, shall be based upon the sum of the products of ninety 
percent (90%) of each such volume and the number of days each such 


volume was in effect. 
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ARTICLE V - QUALITY OF GAS 

| it The gas when delivered hereunder shall be merchantable gas 
and shall be considered Prenetanrbie gas if it at all times complies with 
the following quality requirements: 

(i) Heating Value: The gas when delivered hereunder shall 
have a gross heating value of not less than nine hundred and seventy five 
(975) BTUs per cubic foot but, at the option of Buyer, gas at lower gross 
heating value may be delivered. 

(ii) Freedom from Objectionable Matter: The gas to be 
delivered by Seller hereunder: 

(a) Shall be cormmercially free from dust, gums, crude oil, 
hydrocarbons liquefiable at temperatures in excess of fifteen degrees 
(15°) Fahrenheit at eight hundred (800) pounds per square inch gauge, 
impurities and other objectionable substances which may become sepa- 
rated from the gas and interfere with its transmission through pipe lines. 

(vb) Shall be commercially free from hydrogen sulphide, con- 
taining not more than one (1) grain of hydrogen sulphide per one hundred 
(100) cubic feet. 

(c) Shall not contain more than twenty (20) grains of total 
sulphur per one hundred (100) cubic feet. 

(d) Shail not contain more than two percent (2%) by volume of 
carbon dioxide. 

(e) Shall have been dehydrated by Seller for removal of water 


present therein in a vapor state, and in no event contain more than four (4) 
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- Article IV, to ninety percent (90%) of the volume which the Seller can deliver in 


pounds of water vapor per one million (1, 000, 000) cubic feet of gas, when 
measured at a pressure of fourteen and four-tenths (14.4) pounds per 
aquare inch absolute and a femine tetas of sixty degrees (60°) Fahrenheit. 
(f) Shall not exceed one hundred and twenty degrees a 20°) 
Fahrenheit in temperature at the point of delivery. 
2. Tests to determine the sulphur, hydrogen sulphide, and catbon 
dioxide content of the gas at the point of delivery shall be made by Buyer, 


at Buyer's expense, by approved standard methods in general use in the 


gas industry, and the water vapor content of such gas shall be determined 


by Buyer, at Buyer's expense, by the use of a dew-point apparatus 
approved by Buyer and Seller. Tests shall be made by Buyer frequently 
enough to assure that the gas is conforming continuously to the quality 
requirements. Buyer shall have the right to require Seller to remedy 

any deficiency of the gas in quality and, in the event such deficiency is 

not remedied, the right to require Seller todiscontinue deliveries here~ 
under until such deficiency is remedied. In addition, Buyer shall have 
the right to all other remedies available to it by law except in any case 
where the failure of Seller to remedy the deficiency after diligent efforts 
is due to some characteristic of the gas which could not have been reason- 
ably anticipated by the Seller on the basis of information available to it at 
the date of this contract. If Seller is unable to remedy the deficiency Buyer 


shall have the right to reduce the Daily Contract Quantity, as provided in 
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conformity with the quality requirements hereof. 


ARTICLE VI - MEASUREMENT 


l. Unit of Measurement: The unit of volume for purposes of 
measurement hereunder, except for gross heating value, shall be 
one (1) cubic foot of gas at a temperature of sixty degrees (60°) 
Fahrenheit and at a pressure of fourteen tape four-tenths (14. 4) 
pounds per square inch eee For purposes of measurement the 
atmospheric pressure at the point of measurement hereunder shall 
be assumed to be constant at thirteen and one-tenth (13.1) pounds 
per square inch absolute. 

Z. Method of Measurement: All measuring equipment, devices 
and materials required in this Article shall be installed, maintained, 
and operated, or furnished, by Buyer at Buyer's expense. Seller 
may install and operate check measuring equipment provided it does 
not interfere with the use of Buyer's equipment. In determin: ng the 
volumes of gas delivered hereunder the following practices shall 
prevail: 

(i) Metering: The gas delivered by Seller to Buyer here- 
under shall be metered at the point of delivery by one or more orifice 
meters installed and maintained, and volumes shall be measured 
(except for correction for deviation from Boyle's Law), in accordance 
with the methods prescribed in ''Orifice Metering of Natural Gas", Gas 


Measurement Committee Report No. 3, of the American Gas Associa- 
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tion, including the Appendix thereto, as published April 1955 or any 
subsequent revision thereof acceptable to Buyer and Seller. eeerection 
shall be made for deviation of the gas from Boyle's Law at the pressure 
and temperature at which gas is delivered hereunder. To determine 
the factors for such correction a quantitative analysis of the gas 

shall be made at reasonable intervals with such apparatus as shall be 
agreed upon by Buyer and Seller, and such factors shall be obtained 
from data contained in 'Supercompressibility Factors for Natural Gas", 
Volumes 1 through 6, inclusive, or in ''Tables for the Determination of 
Supercompressibility Factors for Natural Gas Containing Nitrogen 
and/or Carbon Dioxide", Volume 7, as published by the American Gas 
Association in 1955, or any subsequent revision thereof acceptable to 
Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific gravity 
of gas delivered hereunder shall be made by Buyer in accordance with the 
American pereinens Institute’s Recommended Practice 50A dated 
April 1953, or any subsequent revision thereof acceptable to Buyer and 
Seller. The gas samples to be tested shall be representative of the 
gas wajegies hereunder at the time such samples are taken and may 
be either spot samples or samples taken over a period of time. Samples 
shall be taken at reasonable intervals by Buyer, provided that if the 
total quantity of gas available for delivery to Buyer at the point of del- 


ivery hereunder is in excess of 50,000 Mcf per day, Buyer will install 
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continuous recording equipment when requested by Seller so to do. 


The specific gravity determined by any test shall apply to the gas 


delivered hereunder from the date the spot sample was taken or 
from the commencement date of a sample taken over a period of 
time, as the case may be, until the next test. In the event continuous 
recording equipment is installed, the specific gravity of the gas 
delivered each day shall be the pg Foes Pes average of the specific 
gravities determined during such day. 

(iii) Temperature: The flowing temperature of the gas 
delivered hereunder shall be determined by means of a recording 
thermometer of a type acceptable to Buyer and Seller, installed 
and maintained by Buyer in accordance with the specifications set 
forth in said Gas Measurement Committe Report No. 3. The 
eerie al average of readings each day shall be deemed the 
gas temperature and used in computing the volumes of gas delivered 
during such day. 

(iv) Correction and Ajustment: If at any time any of the 
measuring equipment is registering inaccurately by an amount 
exceeding two percent (2%) at a reading corresponding to the average 
hourly rate of flow, the previous readings of such equipment shall be 
corrected to zero error for any period definitely known or agreed 
upon, or if not so known or agreed upon, for a period of sixteen (16) 


days or one-half (1/2) of the elapsed time since the last test, which- 
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ever is shorter, If the measuring equipment is out of service, the 
volume of gas delivered during such period shall be determined: 

(a) by using the data recorded by any check measuring 
equipment accurately registering; or 

(b) if such check measuring equipment is not registering 
accurately but the percentage of error is ascertainable by a calibration 
test, by using the data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above 
can be used, by estimating the quantity delivered, by reference to 
deliveries under similar Condi none during a period when the equip- 


ment was registering accurately. 


No correction shall be i dd in the recorded volumes of gas delivered 
hereunder for stadeust dies in measuring equipment of two percent (2%) 
or less. 

3% Heating value: Tests to determine the gross heating value 
of gas delivexdd hereunder shall be made by Buyer utilizing a Cutler- 
Hammer recording calorimeter, or the equivalent, operated and main- 
tained in accordance with General Order No. 58B, "Standards of 


Calorimetry for Gaseous Fuels", approved December 28, 1955 by the 


Public Utilities Commission of the State of California, or any sub-— 


sequent revision thereof acceptable to Buyer and Seller. The gas 


samples to be tested shall be representative of the gas delivered 
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hereunder at the time such samples are taken and may be either spot 
samples or samples taken over a period of time. Samples shall be 
taken at reasonable intervals by Buyer, provided that if the total 
quantity of gas available for delivery to Buyer at the point of delivery 
hereunder is in excess of 50,000 Mcf per day, Buyer will install a 
calorimeter for continuous recording of the heating value of the gas 
at the point of delivery when requested by Seller so to do. The gross 
heating value determined by any test shall apply to the gas delivered 
hereunder from the date the spot sample was taken or from the com- 
mencement date of a sample taken over a period of time, as the case 
may be, until the next test. The gross heating value per cubic foot 
of the gas delivered shall be determined for any month by taking the 
arithmetical average of the daily heating values as determined in 


accordance with this Section 3. 


ARTICLE VII - MEASURING AND TESTING EQUIPMENT 


1. Testing Meter Equipment: The accuracy of Buyer's measur- 
ing equipment shall Be verified by test, using means and methods 
acceptable to Seller, at least once each month and at other times upon 
request of Buyer or Seller. Notice of the time and nature of each test 
shall be given by Buyer to Seller sufficiently in advance to permit 
convenient arrangements for Seller's representative to be present. 
Tests and adjustments shall be made in the presence of and observed 


by a representative of Seller, if present, and if any of the measurement 
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equipment is found to be registering inaccurately in any percentage, 
it shall be adjusted at once to read as accurately as possible. If, 
after notice, Seller fails to have a representative present, the re- 
sults of the test shall nevertheless be considered accurate until the 
next test. All tests of such measuring equipment shall be made at 
Buyer's expense, except that Seller shall bear the expense of tests 
made at its request if the inaccuracy is found to be two percent (2%) 
or less. 

roe Inspection of Equipment: Buyer and Seller shall have the 


right to inspect equipment installed orfurnished by the other, and 


the charts and other measurement or test data of the other, at all 


times during business hours; but the reading, calibration and adjust- 
ment of such equipment and changing of charts shall be done only by 
the party installing and furnishing same. Unless the parties other- 
wise agree, each party shall preserve all original test data, charts 
and other similar records in such party's possession, for a period 
of at least six (6) years. 
ARTICLE VIII - DELIVERY PRESSURE AND POINT OF DELIVERY 
AU The delivery pressure of the gas delivered hereunder 
shall be any pressure required by Buyer not in excess of nine hundred 


(900) pounds per square inch gauge. In the event that compression 


facilities are required to bring such gas to the pressure required by 


_ Buyer under this Section, then Seller shall have the option of instal- 
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ling such facilities, and in the event that Seller does not desire to 
install such facilities, then Buyer shall have the right to do so. 
In the event that both Buyer and Seller elect not to install compression 
facilities, then the Daily Contract Quantity shall he reduced to a volume 
equal to ninety percent (90%) of the daily quantity of gas Seller is then 
capable of delivering to Buyer at such delivery pressure. If Buyer 
requests gas at a pressure higher than herein provided and Seller is 
willing and able to maintain such higher pressure, then Seller shall be 
compensated for such higher pressure at a rate agreed upon between 
Buyer and Seller. 

fas The point of delivery of all gas delivered hereunder shall 
be where such gas leaves Seller's facilities and enters Buyer's 
facilities at a central point in the field or at the qutlet of the plant 
where Seller's gas is Brace teen. 

ae Title to all gas delivered hereunder shall pass from Seller 
to Buyer at the point of delivery. Until passage of title, Seller shall 
be deemed to be in control and possession of and be responsible for 
such gas and, thereafter, Buyer shall be deemed to be in control and 
possession of and be responsible for such gas. 
ARTICLE IX - TERM OF CONTRACT 

Subject to the other provisions hereof, this Contract shall 

be effective from the date hereof and shall continue for a period of 


twenty-five (25) contract years or until the expiration of Buyer's 
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authorization to. remove gas purchased hereunder from the Province 
of Alberta, whichever first occurs. 
ARTICLE X = PRICE 

1. (i) The prices to be paid by Buyer for gas delivered 
hereunder or required to be paid for if tendered and not taken during 
the following respective periods, unless changed as hereinafter pro- 
vided, shall be as follows: 

Period Price 


From date of initial delivery 
through June 30, 1961... 13.50¢ per Mcf 


From July 1, 1961 through June 30, 1962:.. 14.50¢ per Mcf 
From July 1, 1962 through June 30, 1963... 15.25¢ per Mcf 
From July 1, 1963 through June 30, 1964... 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965... 16.25¢ per Mcf 
From July 1, 1965 through June 30, 1966... 16.507 per Mcf 
From July 1, 1966 through June 30, 1967... 16.75¢ per Mcf 
From July 1, 1967 through June 30, 1968... 17.00¢ per Mcf 
From July 1, 1968 through June 30, 1973... 17.25¢ per Mcf 
From July 1, 1973 through June 30, 1978... 18. 50¢ per Mcf 
From July 1, 1978 through June 30, 1983... 19.75¢ per Mcf 
From July 1, 1983 and thereafter during 


the term hereof... 21.00¢ per Mcf 


The foregoing prices are expressed in Canadian currency. 


(ii) Buyer and Seller shall endeavor to redetermine the 
prices to be paid pursuant to this Contract on July 1, 1968 and at 
five-year intervals thereafter during the term of this Contract. 

(iii) In the event that Buyer and Seller are unable to 
agree upon prices and the effective dates thereof, and either is 


dissatisfied with the manner in which negotiations are proceeding, 


~ 23 = 


9/23 


then such party shall have the right to refer the matter to arbitration in 
accordance with Article XV. 

Regardless of anything herein elsewhere contained, any rice 
fixed by redetermination or by arbitration shall in no event be effective earl- 
ier than the first date of the new pricing period or be lower than the prices 
set forth in Subsection (i) of this Section 1. If the price, or the time weighted 
average of the prices, so fixed for said new pricing period exceeds the price 
set forth in said Subsection for said new pricing period, then the amount of 
the excess shall be added to the price set forth in said Subsection for each of 
the remaining pricing periods and the new prices thus determined shall be sub- 
stituted for the prices set forth in said Subsection. 

rae The prices stated in Subsection (i) of Section 1 of this Article X 
shall be applicable to gas delivered hereunder for any month with a gross heat- 
ing value per cubic foot of gas of no more than one thousand and twenty-five 
(1025) BTUs and no less than one thousand (1000) BTUs. If the gross heating 
value per cubic foot of gas delivered hereunder for any month is less than one 
thousand (1000) BTUs or more than one thousand and twenty-five (1025) BTUs, 
the price of such gas shall be the product of the price stated in Sub section (i) 
of Section 1 of this Article X and the applicable multiplier selected from the 


following table: 


BTU Content Multiplier 

For gas with a BTU content of more than 1025 to 1050, incl. - 1.025 

For gas with a BTU content of more than 1050 to 1075, incl. - 1.050 

For gas with a BTU content of more than 1075 --- --- --- --- 1.075 

For gas with a BTU content of less than 1000 to 975, incl. - Ais aes) 

For gas with a BTU content ofless than 975to 950, incl. - 950 
- 24 = 
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35 If a any time during the term of this Contract any new or in- 
creased occupation, production, severance or sales tax or taxes of similar 
nature or equivalent in effect (not including income, capital stock, franchise 
or property taxes) other than or in excess of a tax prevailing as of the date 
hereof, shall be imposed by any lawful authority on the gas delivered to Buyer 
pursuant to this Contract or on or in respect to the production thereof, or on 
the sale thereof, so that Seller shall be required to pay such increase either 


directly or indirectly, Buyer shall, subject to the conditions hereinafter set 


forth, pay to Seller one-half (1/2) of any such increase in taxes or one-half (1/2) 


of such new taxes. In case any such reimbursement of taxes is to be made, 
Seller shall notify Buyer immediately and shall within ninety (90) days prepare 
and submit to Buyer a statement setting forth the amount of such new or ad- 
ditional taxes that it has paid and, within thirty (30) days after submission of 
such statement, Buyer shall reimburse Seller to the extent of one-half (1/2) 
of such new or additional taxes as herein defined which Seller shall have so 
paid. 

4. Notwithstanding any provision of this Contract to the contrary, if 
in order to comply with or by reason of any present or future law, rule, regu- 
lation or order, either of the Oil and Gas Conservation Board of the Province 
of Alberta or other governmental authority having jurisdiction, the basis or 
method of measurement of gas delivered hereunder is changed, then the price 
per Mcf for gas purchased hereunder shall be adjusted so that Seller will re- 


ceive the same total payment as would have been received had no such change 
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in the basis or method of measurement been made, 

Sy On or before August 15th of each year of the term hereof, com- 
mencing with the year 1968, piiyér will give written notice to Seller stating 
therein the weighted average of Buyer's costs per Mcf of gas purchased (in- 
cluding gas paid for but not taken) for the contract year ending on the im- 
mediately preceding June 30th from gas producers delivering gas to Buyer 
ox Buyer's nominee from fields located in whole or in part within the Province 
of Alberta. In the event such weighted average of Buyer's costs per Mcf is 
greater than the price per Mcf payable to Seller under the provisions of this 
Contract other than the provisions of this Section 5 for gas deliverable to 
Buyer hereunder for any month during the twelve (12) months period com~ 
mencing on the next following November lst, Ave: will increase the price 
per Mcf payable to Seller for gas deliverable hereunder during such month 
by an amount equal to the difference between such weighted average of Buyer's 
costs per Mcf and such price per Mcf payable to Seller under the provisions 
of this Contract other than the provisions of this Section 5. The term ''cost 
per Mcf" as used herein shall mean the purchase price per Mcf plus the 
amount per Mcf, if any, paid by Buyer to a producer for the kind of taxes 
included in Section 3 of this Article paid or payable by the producer, and such 
cost shall be determined with respect to any other Contracts on the same 
basis of quality (including BTU content), measurement, and terms and con- 
ditions of Rolie fyias provided for gas delivered hereunder. 


6. Currency Adjustment: 


(i) During any month in which the arithmetical average of 
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the daily exchange rate of Canadian currency and United States currency 
as published at Twelve o'clock (12.00) noon Eastern Standard Time or 
Eastern Daylight Time, as the case may be, by the Bank of Canada at 


the City of Ottawa, is not more than One Hundred and Eight (108) United 


States Cents or not less than Ninety-eight (98) United States Cents for 


One (1) Canadian Dollar, then the total quantity of gas delivered by the 
Seller to the Buyer in such month shall be considered sold and purchased 
at the prices provided for herein in Canadian currency. 

(ii) During any month in which the average exchange rate 
determined as provided in Subsection (i) above is: 

(a). In excess of One Hundred and Eight (108) United States 
Cents and is not more than One Hundred and Thirteen (113) United 
States Cents for One (1) Canadian Dollar, or 

(b) Less than Ninety-eight (98) United States Cents but not 
less than Ninety-three (93) United States Cents for One (1) Canadian 
Dollar, 
then the total quantity of gas delivered by the Seller to the Buyer in such 
month, subject to the provisions of Subsection (v) of this Section 6, shall 
ne considered sold and purchased at the price in Canadian currency cal- 


culated as follows: 


Let: Pc = Price payable in Canadian currency during the 
month; 
Cc = Volume of gas sold out of The Project during 


such month to purchasers for use in Canada; 
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US = Volume of gas sold out of The Project during such 
month to purchasers for use in the United States; 


1 = Price in the Contract; 

E z Average exchange rate during such month deter- 
mined in accordance with the provisions of Sub- 
section (i) above; 

Then: In case such average exchange rate exceeds One Hundred and 


Eight (108) United States Cents for One (1) Canadian Dollar: 


Pte) Ae Reo ) ne 108 ) 
Mouatust ay Pouce VEN 


In case such average exchange rate is less than Ninety-eight 
(98) United States Cents for One (1) Canadian Dollar: 


Pc 


(en tGne, Deep) (ins US Sieepi se 98 ) 
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(iii) In the event that such average exchange rate exceeds 
One Hundred and Thirteen (113) United States Cents or is less than 
Ninety-three (93) United States Cents for One (1) Canadian Dollar for 
less than three (3) consecutive months, the price payable by Buyer to 
Seller for gas delivered hereunder during such months shall be adjus- 
ted in accordance with the applicable formula set forth in Subsection 
(ii) of ¢h.s Section 6, using as the value of E, One Hundred and Thirteen 
(113) or Ninety-three (93) United States Cents respectively, as the case 
may be. 


(iv) In the event that such average exchange rate exceeds 


One Hundred and Thirteen (113) United States Cents or is less than 


Ninety-three (93) United States Cents for One (1) Canadian Dollar for 
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at least three(3) consecutive months, then the currency adjustment 
formula to be used for such months and as long thereafter as such 
exchange rate prevails shall be renegotiated between Buyer and 
Geller; provided, however, that pending completion of such renegotia- 
tion the price payable by Buyer to Seller shall be calculated in accord- 
ance with the applicable formula set forth in Subsection (ii) of this 
Section 6. The currency adjustment formula agreed upon in such 
renegotiation shall be retroactive to the monthly periods during which 
such exchange rate exceeded One Hundred and Thirteen (113) United 
States Cents or was less than Ninety-three (93) United States Cents 
for One (1) Canadian Dollar, and the payments between Buyer and 
Seller shall be adjusted accordingly. If the parties are unable to 
agree upon a currency adjustment formula within six (6) months, 

then either party shall have the right to have the currency adjustment 
formula applicable during such period determined by arbitration in 
accordance with Article XV. 

(v) In no event shall the value of ''Pc'' as calculated under 
the provisions of Subsection (ii), (iii) and (iv), for the period pending 
renegotiation as provided therein, of this Section 6 exceed or be less 
than the value of ''P'"', as the case may be, by more than one (1) 


cent per Mcf. 


ARTICLE XI - BILLINGS AND PAYMENTS 


Wa Buyer shall render to Seller on or before the fifteenth 
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day of each month a statement as to the amount of gas delivered by 
Seller during the month preceding. Said statement, unless objected 
to by either party within one (1) year after being rendered, shall 

be accepted by both parties as correct. Seller shall render an 
invoice therefor as soon as practicable after receipt of said state- 
ment. Buyer agrees to make payment (in Canadian currency) to 
Seller on or before the twenty-fifth day of such month or the tenth 
day after receipt of Seller's invoice, whichever shall occur later. 
Should Buyer fail to pay any amount due to Seller by the due date, 
interest thereon shall accrue at the rate of six percent (6%) per 
annum from such date until paid; and if such failure to pay continues 
for sixty (60) days, Seller thereafter may suspend deliveries of 

gas hereunder and if such failure continues for thirty (30) additional 
days, Seller thereafter may, in addition to any other rights Seller 
may have, terminate this Contract; provided, however, in order for 
Seller to have the right to suspend deliveries or terminate this 
Contract, Seller must first have notified Buyer in writing fifteen (15) 
days prior to exercising either or both of such rights of its intent to 
do so and give Buyer the right to pay the amount so due to Seller 
within such fifteen (15) day period. Either Buyer or Seller may sub- 
mit to a court of competent jurisdiction any dispute as to the 
amount due Seller for gas delivered hereunder; and pending such 


court's decision Seller's remedies hereinabove provided shall be 
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suspended as to the amount in controversy. 

a. If, by reason of the provisions of Article IV hereof that 
Buyer shall pay Seller for an average daily volume equal to ninety 
percent (90%) of the Daily Contract Quantity during each contract 
year, whether taken or not, a payment for gas not taken shall be 


due Seller from Buyer, such payment shall be made to Seller 


within sixty (60) days after the end of the contract year for which such 


payment shall be due. Said payment shall be based on the price in 
effect on the last day of said year. The provisions of Section ] 
of this Article as to non-payment shall be applicable to this 
Section 2. 

cy All calculations with respect to the price per Mef of gas 
shall be carried to five significant figures and the price per Mcf as 


so calculated rounded to the nearest one-hundredth (1/100th) of a 


cent. 


ARTICLE XII - FORCE MAJEURE 


1 If either party to this Contract shall fail to perform any 
obligation hereby imposed upon it and such failure shall be ieee 
or materially contributed to, by any acts of God, strikes, lockouts, 
or other Sere erences acts of the Queen's enemies, sab- 
otage, wars, blockades, insurrections, riots, epidemics, land- 
slides, lightning, earthquakes, floods, storms, fires, washouts, 


arrests, restraints of rulers and peoples, civil disturbances, 
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explosions, breakage of or accident to machinery or lines of pipe, 
hydrate obstructions of lines of pipe, temporary failure of gas 


supply, freezing of wells or delivery facilities, well blowouts, 


_craterings, inability to obtain pipe, materials or equipment includ- 


ing those necessary for The Project, the order of any governmental 
authority having jurisdiction or the order from a court of final 
jurisdiction (provided that nothing herein contained shall require 
either party to appeal any order which in the opinion of that party 
is within the jurisdiction of the body making it and from which an 
appeal in the best legal opinion secured by such party has little 
chance of success), any act or omission {including failure to take 
gas) of a purchaser of gas from Buyer, of a transporter of gas to 
Buyer, or of a transporter of gas purchased by Buyer, or any other 
cause, whether of the kind enumerated or otherwise, not within 

the control of the party invoking this Article and which by the exer- 
cise of due diligence such party could not have prevented, or shall 
be occasioned by the necessity for making repairs to or recondi- 
tioning wells, machinery, equipment, or pipelines, not resulting 
from the fault or negligence of such party, such failure shall not 

be deemed to be a breach of the obligation of such party hereunder, 
but such party shall use reasonable diligence to put itself again in 

a position to carry out its obligations hereunder. The foregoing 


provision shall be construed so as to reduce Buyer's obligation to 
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pay for gas, whether or not taken, by an amount proportionate to 
the quantity of gas Buyer shall be unable to take in any contract 
year as a consequence of any of the aforementioned causes. 
Nothing contained herein shall be construed to require either party 
to settle a strike or lockout by acceding against its judgment to 

the demands of opposing parties. 

Z. No such cause affecting the performance of this Contract 
by either party shall continue torelievesuch party from its obligation 
after the Saat of a reasonable period of time within which by 
the use of due diligence such party could have remedied the situation 
preventing its performance, nor shall any such cause relieve either 
party from its obligation to make payment of arnounts then due here- 
under, nor shall any such causerelieveeither party from its Chie ation 
unless such party shall give notice thereof in writing to the other 
party with reasonable promptness; and like notice shall be given upon 


termination of such cause. 


ARTICLE XII - WARRANTY OF TITLE AND 
RESPONSIBILITY OF SELLER 


Seller represents and warrants that it has full right and 
rua arres to enter into this Contract, that, subject to failure of title 
through inadvertence, unavoidable failure of title, causes beyond the 
reasonable control of Seller and to the applicable laws, rules and 
regulations and to the provisions of Article III and Section 2 of Article 


XVI of this Contract, Seller's leases are, in Seller's opinion, in full 
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force and effect and capable of being maintained in full force and 
effect and will not be disposed of or dealt with by Seller, except 
through inadvertence, if the moetit of so doing will be to mater- 
ially affect Seller's ability to fully perform its obligations here- 
under, that Seller has title to the gas to be sold and delivered 
hereunder and that all such gas is owned and will be delivered 

by Seller free from all liens and adverse claims, including liens 
to secure payment of any taxes. Seller shall at all times have 
the obligation to make settlements for all royalties and overrid- 
ing royalties due and payments to the mineral and royalty owners 
under Seller's leases and other documents, as may appear of 
record or otherwise be binding upon Seller, and in accordance 
with the terms of the respective leases and other documents, and 
to make settlements with all other persons having any interest in 
the gas sold hereunder. Seller agrees to indemnify Buyer and 
save it harmless from all suits, actions, debts, accounts, damages, 
eer losses, liabilities and expenses arising from or out of 
claims of any or all persons to said gas or to royalties, taxes, or 


other charges thereon which attach before the title passes to Buyer 


or which may be levied and assessed upon the sale thereof to Buyer. 


In the event of any adverse claim of any character whatsoever being 


asserted in respect to any of said gas, Buyer may retain, as secur- 


ity for the performance of Seller's obligations with respect to such 
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claim under this Section, the purchase price srereee up to the amount 
of such claim, without incurring liability for interest, until such claim 
has been finally determined or until Seller shall have furnished bond 
to Buyer conditioned for the protection of Buyer with respect to such 
claim. 
ARTICLE XIV - RESERVES OF SELLER 

Ln Seller dedicates exclusively to the performance of this 
Contract all gas found in the Leduc (D-3) zone in Seller's lands and © 
Seller agrees to make availabie to Buyer therefrom sufficient gas to 
ensure performance of this Contract. 

ie Commencing in the year 1963, prior to July lst of said 
year and of each odd numbered year thereafter during the term hereof, 
Seller and Buyer will conduct a joint study of Seller's reserves dedi- 
cated hereto and the deliverability therefrom to determine whether or 
not Seller is capable of performance of this Contract, and if capable, 
whether Seller has dedicated to its performance reserves in excess 
of thos: required for performance of this Contract. In the event Seller 
and Buyer are unable to agree upon the amount of gas reserves dedi- 
cated hereto or the deliverability therefrom, or both, or in the event 
Seller delivezs written notice to Buyer at any time prior to any such 
July lst date referred to above that Seller wishes to dispense with 
the joint study of Seller's gas reserves and deliverability and arbitrate 
Seller's reserves and deliverability commencing cn such applicable 


July lst, then the matter in que stion shall be submitted to arbitration 
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as hereinafter provided. Seller and Buyer shali each appoint an arbi- 
trator, and the two arbitrators so appointed shall appoint a third 
arbitrator, which third arbitrator may be the Oil and Gas Conserva- 
tion Board of Alberta. If, within thirty (30) days said two arbitrators 
are unable to agree upon such third arbitrator, the Oil and Gas Con- 
servation Board of Alberta shall be the third arbitratcr. The three 


arbitrators so appcinted will proceed immediately to determine not 


later than September 15th the matter in question in accordance with 


the Principles of Arbitration as set out in the last two paragraphs of 
Article XV hereof. 

a (i) In the event it is determined by the parties or the arbi- 
trator that reserves are sufficient, but deliverability is insufficient, 
Seller shall have such time as may be necessary, provided it proceeds 
promptly and continues diligently, to proceed with such additional 
development or such additional remedial measures as may be reason- 
able in the opinion of Seller as may be necessary from time to time 
to comply with Section 3 of Article IV. In the event Seller shall fail 
within such time to complete such additional development as may be 
necessary to comply with Section 3 of Article IV, Buyer shall have 
the right to reduce the Daily Contract Quantity to Ninety percent (90%) 
of the deliverability. Nothing contained in this Subsection (i) of 
Section 3 shall be construed to limit the right of Buyer to proceed 


at any time pursuant to Section 5 of Article IV. 
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(ii) In the event it is determined by the parties or the 
apie steers that deliverability is sufficient but reserves are insuf- 
ficient, Buyer shall have the right to reduce the Daily Contract 
Quantity hereunder in direct proportion to the deficiency in 
reserves required for the remainder of the term hereof, if Seller 
is unable to prove additional reserves within the six (6) months 
period immediately following the completion of such studies. 

(iii) In the event it is determined by the parties or the 
arbitrators that Seller has dedicated reserves in excess of those 
required for Seller to perform this Contract for the remainder of 
the term hereof, Seller may at its sole option elect to develop 
additional deliverability of such excess reserves. In the event that 
Seller elects to develop additional deliverability of such excess 
reserves, Seller agrees to sell to Buyer and Buyer agrees to 
purchase such excess gas under the terms and conditions of this 
Contract, and the appropriate increase in the Daily Contract Quantity 
and the effective date thereof shall be agreed upon by Buyer and 
Seller or, if they fail to agree, shall be determined by arbitration 
as provided in Article XV. Buyer and Seller agree to use their 
best endeavors to procure all permits, certificates and other 
authorizations necessary to make such excess gas available for the 


purposes of The Project. In the event the parties cannot obtain such 
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authorizations in form acceptable to them within one year after the 
said appropriate increase has been agreed upon or determined, then 
at the election of Seller said excess reserves shall be considered 
surplus to this Contract and Buyer shall have no further right to, 

or control of, such excess reserves or any portion thereof and 
Seller may sell, use or otherwise dispose of any gas therefrom in 
any manner that Seller in its judgment may deem advisable. 

4, Seller shall, from time to time at Buyer's request, 
furnish to Buyer such geological, engineering and production data 
available to Seller as may be needed for a study of the gas reserves 
and deliverability thereof, including electrical logs, core analyses 
and any and all information pertaining to such wells; provided, how- 
ever, that Seller shall not be required to furnish any data the release 


of which would be prejudicial, in Seller's opinion, to its interests. 


ARTICLE XV - ARBITRATION 


Any arbitration provided for in this Contract or agreed 
to by parties shall be conducted in accordance with the following 
procedures and principles: 

Upon the written demand of either party and within ten 
(10) days from the date of such demand, each party shall appoint 
an arbitrator and the two arbitrators so eoomted shall promptly 
thereafter appoint a third. In the event more than one party has 


executed this Contract as Seller and more than one of such parties 
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is involved in a controversy with Buyer, they shall be considered 
as one party. If either party shall fail to appoint an arbitrator 
within ten (10) days from the date o: such demand, then the 
arbitrator shall be appointed by a judge of the Supreme Court of 
Alberta. If the two arbitrators shall fail within ten (10) days from 
their appointments to agree upon and appoint the third arbitrator, 
then upon the application of either party, such third arbitrator 
shall be appointed by a judge of the Supreme Court of Alberta. 
The arbitrators shall proceed immediately to hear 
and determine fhe matter it controversy. The award of the arbi- 
trators, or a majority of them, shall be nore within forty-five 
(45) days after the appointment of the third arbitrator, sipyede 
to any reasonable delay due to unforeseen circumstances. 
The award of the arbitrators shall be drawn up in 
writing and signed by the arbitrators, or a majority of them, 
and shall be final and binding upon the parties, and the parties 
shall abide by the award and perform the terms and conditions 
thereof. Unless otherwise determined by the arbitrators, the 
fees and expenses of the arbitrator named for the Seller shall 
be paid by Seller, the fees and expenses of the arbitrator named 
for the Buyer shall be paid by the Buyer, and the fees and expenses 
of the third arbitrator shall be paid in equal proportion by the 


Buyer and Seller. 
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ARTICLE XVI - MISCELLANEOUS PROVISIONS 


ibe No wee by Buyer or Seller of any default by the other 
under this Contract shall operate as a waiver of a future default, 
whether of a like or different character. 
2. This Contract shall bind and inure to the respective 
successors and assigns of the parties hereto; but no assignment 
shall release either party from such party's Bhieaade hercunaee 
without the written consent of the other party to such release, which 
consent shall not be unreasonably withheld. Nothing herein contained 
shall prevent either party from pledging or mortgaging its rights 
hereunder as security for its indebtedness. 
a Every request, notice, statement and bill provided for 
in this Contract shall be in writing and each of them and every pay- 
ment provided for herein shall be directed to the party to whom given, 
made or delivered at such party's address as follows: 
BUYER: ALBERTA AND SOUTHERN GAS CO. LTD. 
Natural Gas Building ; 


140 - Sixth Avenue S.W. 
Calgary, Alberta 


SELLER: THE BRITISH AMERICAN OIL COMPANY 
LIMITED 
P.O. Box 130 
Calgary, Alberta 
Any notice hereunder shall be deemed to have been given two (2) clear 


business days after such notice has been deposited in a post office with 
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requisite postage thereon. Either party may change its address 
by giving written notice to the other party; provided, however, 


in no event shall Buyer be obligated to pay for gas purchased 


‘hereunder at a point outside of Canada or in currency other than 


Canadian currency. 

4. This Contract and the rights and obligations of the 
parties hereunder are subject to all present and future laws, 
rules, regulations and orders of any legislative body or duly 
constituted authority in Canada now or hereafter having juris- 
diction. 

5 This Contract shall be construed in accordance with 
the laws of the Province of Alberta. 

ol The headings used throughout this Contract are inserted 
for reference purposes only and are not to be considered or taken 
into account in construing the terms and provisions of any Article 
nor to be deemed in any way to qualify, modify or explain the 
effects of any such provision or terms. 

IN WITNESS WHEREOF this Contract has been properly executed 


by the parties hereto as of the day and year first above written. 


BUYER: 


ALBERTA AND SOUTHERN 
GAS CO, LTD. 


By: 


By: 


a alia 


SELLER: 


THE BRITISH AMERICAN OIL 
COMPANY LIMITED 


By; 


By: 
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THIS IS SCHEDULE "A" to an Agreement dated 
the day of , 1957, made 
between THE BRITISH AMERICAN OIL COMPANY 
LIMITED and ALBERTA AND SOUTHERN GAS 
co. LTD. 


SELLER'S LANDS 
LANDS HELD JOINTLY BY THE BRITISH AMERICAN 
OIL COMPANY LIMITED, HUSKY OIL & REFINING, 
LTD., PHILLIPS PETROLEUM COMPANY AND THE 
CALIFORNIA STANDARD COMPANY, PURSUANT TO 
AN AGREEMENT DATED FEBRUARY 15, 1956. 


PWR. 44, RGE. 1, W5M. 


W/2 Section 3 
All Section 4 
All Section 9 
W/2 and NE/4 Section 10 
All Section 15 
All Section 16 
E/2 Section 21 
All Section 22 
All Section 27 
E/2 Section 28 
All Section 34 
NW/4 Section 35 


TWP. 45, RGE 1. W5M. 
SW /4 Section 2 
LANDS HELD BY THE BRITISH AMERICAN OIL 


COMPANY LIMITED ADJACENT TO THE LANDS SET 
FORTH ABOVE. 


IWF, 44, RGE. 1, W5M. 


E/2 Section 3 

All Section 5 

All Section 17 

W/2 Section 21 

All Section 23 

All Section 25 

NE/4 Section 26 

All Section 33 

S/2 and NE/4 Section 35 


TWP. 45, RGE. 1, W5M. 


All Section 3. 
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ALBERTA and SOUTHERN GAS CO, LTD. 


NATORAL GAS BUILDING 
140 Sixth Avenue S.W. 
CALGARY, ALBERTA 


January 3, 1958 


The British American Oil Company Limited 
a ea Omen 
Calgary, Alberta 


Dear Sir, 


We have received your letter of September 30, 1957, 
enclosing a form of contract for the sale by you to us of your 
interest in gas found in the Leduc (D-3) zone of the Dick Lake 
Area and confirming that you are prepared to enter into this 
contract with us as soon as the Daily Contract Quantity has been 
determined by you. 


This letter will confirm our acceptance of your offerof 
sale of the said gas on the terms contained in your said letter of 
September 30, 1957 and its accompanying contract LOri. 

Yours very truly, 
ALBERTA AND SOUTHERN GAS CO, LID. 
" | 
\) CAYO; Ao. ZN 
( 


JI. Ke. Horton 
President 
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TEXACO EXPLORATION COMPANY 


135 East 42nd Street 
New York (17), N. Y. 


August 29, 1957. 


Alberta & Southern Gas Co. Ltd. 
Natural Gas Building 

140 Sixth Avenue S. W. 

Calgary, Alta., Canada. 


Attuention wired ak. Horton; ;-Fresident 
Dear Sirs: 


You have advised us of your desire to lay a 
gas transmission line from Alberta to California and we 
are pleased to note the progress you are making in 
bringing another market and outlet for natural gas to 
Alberta. We understand that authorizations will be 
necessary in the Province of Alberta and that approval 
of the Board of Transport Commissioners for Canada will 
also be necessary. 


As you know, we are now negotiating contracts 
for the sale to you of our gas from Pembina Field and at 
Pine Coulee. This letter will evidence our willingness 
to make available to you an additional 40 million cubic 
feet of gas per day from the area within the Province of 
Alberta, south of the north line of Township 64 North 
and west of Range 20 West of the 4th Meridian, and your 
acceptance of this letter will evidence your willingness 
to accept, purchase, and pay for such gas. 


Of course, as of this date, we are not in a 
position to make the total additional amount of 4O million 
cubic feet of gas available to you, but we believe that 
we shall be able to do so from the fields we now have 
or which we may develop in this area. 


We, accordingly, express to you our willingness 
to work out with you a mutually satisfactory contract for 
the sale of such additional amount of gas from the above 
described area for a period which would be limited to 25 
years. This additional amount of gas would be supplied 
to you from such fields as we now have or shall develop 
in the areas adjacent to your proposed transmission line, 
including Castle River, which we are now developing. The 
gas would be delivered to you in accordance with the 
other contracts now being negotiated between our Company 
and yourselves, and on generally the same terms as your 


Oe 


Alberta & Southern Gas Co. Ltd. August 29, 1957. 


contracts with other operators and at the best price you 
will be paying in this area on the date deliveries com- 
mence. It is understood that the gas sales contracts 
would provide, however, that the gas will be from those 
fields and under such conditions as will be satisfactory 
to our petroleum engineers and that any of these de- 
liveries would not be deemed to include any gas as- 
sociated with an oil reservoir, except as might be ap- 
proved by our operating people. 


This letter, when accepted by you, shall be 
considered as continuing in effect as to both of us 
but shall terminate (1) in the event of rejection of 
any of your governmental applications either in Canada 
or the United States, or (2) in the event construction 
of the proposed line shall not have been commenced by 
January 1, 1961. 


Yours very truly, 


TEXACO EXPLORATION COMPANY 


By 
ERF : JE Presfident 


Accepted and Agreed to 
Bente berea/@ 611957 


ALBERTA AND SOUTHERN GAS CO. LTD. 


U fo show 


President 


PINE COULEE FIELD GAS PURCHASE CONTRACT 
Between 


TEXACO EXPLORATION COMPANY 


Seller 
- and - 


ALBERTA AND SOUTHERN GAS CO. LTD. 


Buyer. 
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THIS GAS PURCHASE CONTRACT made the 22 day of November, 
To he i 
BETWEEN 
TEXACO EXPLORATION COMPANY, 
a body corporate, having an office and 
carrying on business in the City of Calgary, 


in the Province of Alberta, 
(hereinafter referred to as ''Seller"') 


OF THE PIRST FART 
- and - 
ALBERTA AND SOUTHERN GAS CO, LTD., 
a body corporate, having an office and 
carrying on business in the City of Calgary, 


in the Province of Alberta, 
(hereinafter referred to as ''Buyer") 


OF THE SECOND PART 
Wil ON asi Boats gly A iis: 
WHEREAS Buyer is a subsidiary of Pacific Gas and Electric Com- 
pany, a California corporation, hereinafter referred toas '"P.G. and E."'; 
AND WHEREAS P.G. and E. and oan subsidiaries (including 
Buyer) and/or affiliates of P.G. and E., hereinafter referred to as "the par- 
ticipants'', propose to construct and operate a natural gas pipeline project, 
hereinafter called ''The Project", having for its principal purpose the trans- 
portation of gas purchased by Buyer to the existing integrated transmission 


« 


and distribution system of P.G. and E. in the State of California; 
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AND WHEREAS Seller owns or contvols petroleum and natural gas 
rights or interests therein in the Pine Coulee Field, as same is outlined by 
the heavy black line on the map marked "Exhibit A'' annexed hereto; and 
Seller will have a supply of gas available from said Fieid and desires to sell 
such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from Seller 
together with natural gas from others for The Project. 


NOW THEREFORE it is hereby agreed as follows: 


ARTICLE I - DEFINITIONS 


i? For the purpose of this Contract the following words and terms are 
defined as follows: 

(a) The word "day" shall mean a period of twenty-four (24)consec - 
utive hours, beginning and ending at 8:00 o'clock A.M. Mountain Standard 
atic . 

(b) The word "month" shall mean a period beginning at 8:00 o'clock 
A.M. onthe first day of a calendar month and ending at 8:00 o'clock A.M. on 
the first day of the next succeeding calendar month. 

(c) The term "contract year" shall mean a period of twelve consec- 
utive months beginning with the month of July, the first contract year to begin 
with the month of July next following the date natural gas is first delivered 
hereunder. 

(d) The word "gas" shall mean either natural gas obtained from the 
wells or the residue remaining after the natural gas has been treated for the 


removal of any of its constituent parts other than methane and for the removal 
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10/4 
of methane to such extent as is necessary in removing other constituents, as 
the context may require. 

(e) The term ''Buyer's facilities’ shall mean the facilities constitut- 
ing The Project, together with such gathering facilities if any, as may be built 
by others which are necessary to receive and transport the quantities of gas 
which Buyer undertakes to buy under this Contract. 

(f) The term "Seller's facilities'' shall mean such facilities as are 
required for Seller or its nominee to gather, process and deliver gas to Buyer 
in accordance with the terms and conditions of this Contract. 

(g) The term 'Mcf" shall mean one thousand (1000) cubic feet of 
gas as determined on the measurement basis set forth in Article VI hereof. 

(h) The term ''BTU" shall mean British Thermal Unit. 

(i) The term "gross heating value" shall mean the number of BTUs 
in a cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit, 
saturated with water vapor, and at an absolute pressure equivalent to thirty 
(30) inches of mercury at thirty-two degrees (32°) Fahrenheit. 

(j) The term ''Seller's lands" shall mean those lands in said Field 
in, under and from which Seller now has or may haeat hes acquire the right 
to drill for, produce and dispose of gas, and the said right. 

(k) The word "lease" shall mean any right of the Seller to drill for, 
produce and dispose of gas in, under and from Seller's lands, and shall include 
any document evidencing such right. 


(1) The word "reserves'' where used as a noun herein shall mean the 
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quantities of merchantable gas which will be available to Seller from the total 
quantities of gas economically recoverable from Seller's lands after process- 


ing to satisfy the quality specifications of Section 1 of Article V hereof. 


ARTICLE i CONDITIONS 


1G: Before The Project can be constructed and operated, all permits, 
certificates, and other authorizations required under applicable laws and reg- 
ulations must be obtained. Buyer represents that Buyer and the other part: - 
cipants in The Project will use diligent efforts to procure such authorizations. 
Buyer shall notify Seller in writing within thirty (30) days after each such 
authorization, in form acceptable to the participants, has been obtained, and 
furnish Seller a copy of such authorization. If such authorization contains con- 
ditions that would preclude Buyer from fully performing this Contract in accord- 
ance with its terms, Seller may within thirty (30) days after receipt of Buyer's 
notice give Buyer written notice of intention to terminate this Contract, stating 
in said notice the particular grounds of objection to the authorization; and unless 
Buyer shall promptly cause an application for rehearing to be made and such 
rehearing shall result in the authorization being modified so as to meet Seller's 
objection, then this Contract shall terminate. In the event that on or before the 
expiration of fifteen (15) months from the date hereof all necessary authoriz- 
ations in form acceptable to the participants from the governmental authorities 
of the Province of Alberta shall not have been obtained, Seller may terminate 
this Contract by written notice to Buyer within sixty (60) days thereafter, and 


in the event that on or before the expiration of twenty-four (24) months from the 
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4 date hereof all other necessary authorizations, in form acceptable to the 
participants, shall not have been obtained, Seller may at any time there- 
after give Buyer sixty (60) days written notice of its eeeten to terminate 
this Contract and, unless prior to the expiration of said sixty (60) day period 
all of said authorizations shall have been obtained, this Contract shall term- 
inate at the end of said sixty (60) day period. 

ae Buyer represents that immediately upon all such authorizations 
being obtained by the participants, they will proceed with due diligence to 
construct The Project, and Seller agrees that it will proceed with due dili- 
gence to construct Seller's facilities and otherwise provide for the delivery 
of gas as required by this Contract. Each party hereto will use its best 

a efforts to the end that The Project may be placed in operation by 30 November 
1960. In the event Seller is capable of delivering into The Project the quantity 
of gas required hereunder by 30 June 1961, or the expiration of thirty (30) 
months after all such authorizations have been obtained, whichever is the 
later, then, unless excused by Article XII hereof, Buyer shall thereafter pay 
for the quantity of gas it is obligated hereunder to take, or pay for if it does 
not take. 

ARTICLE III - RESERVATIONS OF SELLER 

i Seller hereby expressly reserves to itself the following rights, 
namely: to operate its properties, free from any control by Buyer, in such 
manner as Seller in its sole discretion may deem advisable, including, but 
not so as to restrict the generality of the foregoing, the right to determine 


% whether or not any additional well will be drilled, or when and whether any 
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well will be reworked or recompleted, or when and whether any of Seller's 


leases or gas wells cannot or has ceased to produce gas in paying quantities 
and is to be released or abandoned; to determine the manner in which the 
quantities of gas to be delivered hereunder shall be allocated to and produced 
by Seller from the respective gas wells of Seller on Seller's lands; to deliver 
to the persons entitled thereto the quantities of gas which such persons have 
reserved and are entitled to take in kind from Seller's lands; and to assign or 
farm out, subject to this Contract, any of Seller's leases. 

Qe Seller reserves to itself quantities of gas which may be required 
for the development and operation of Seller's lands for the production of 
petroleum and natural gas, including but not limited to, gas for gas lift oper- 
ations and return to reservoir so long as such gas lift operations and return 
to reservoir do not interfere with Seller's ability to deliver the quantity of 
gas required hereunder. Seller also reserves to itself sufficient quantities 
of gas for the operation of separator equipment, gasoline, and other extraction 
plants, compressor stations, and other facilities for the processing or handling 
of the gas to be delivered hereunder and the products extracted therefrom. 

Bi Seller may extract or permit the extraction of non-hydrocarbons 
and hydrocarbons other than methane from the gas to be delivered hereunder, 
and shall have the right to remove such methane as is necessarily removed 
from the gas in recovering other constituents; provided that Seller by such 
processing shall not reduce the gross heating value per cubic foot below one 


thousand (1000) BTUs unless required to do so to render the gas capable of 
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meeting the quality specifications set forth in Article V hereof. 

4, Seller may unitize any of Seller's leases in said field and may 
participate in any oil or gas proration, conservation, ratable taking or 
other similar program, provided that in the event Seller's leases are 
unitized with other properties in said field this Contract will cover Seller's 
interest in the unit derived from such leases and the gas attributable there- 
to, and provided further that in the event such unitization or other such pro- 
gram is entered into voluntarily by Seller, it shall use its best efforts to 
protect Buyer's rights hereunder and to prevent an appreciable reduction 
or postponement in the delivery to Buyer of the quantities of gas set forth 
in Article IV hereof. 

Ds Seller shall not be required by the provisions hereof to produce 
any well in excess of its allowable rate of flow as fixed by law or regulatory 
bodies, or in excess of its maximum efficient rate of flow as determined by 
Seller, or in excess of the current rate of production permitted Seller under 
the terms of applicable operating agreements in the case ofa well jointly 
operated with other parties, whichever is the smallest quantity. 

6. For the period prior to the date on which The Project is placed 
in operation and for periods during which Buyer is prevented from taking 
delivery of gas hereunder by any of the causes mentioned in Meaie AT, 
Seller shall have the right to sell and deliver gas to others in such quantities 
as may be necessary to prevent the flaring of gas or the termination of any 


of Seller's leases by reason of non-production. 
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ARTICLE IV - QUANTITY OF GAS 


ihe Seller estimates that its presently proven and probable reserves 
are equal to a volume of not less than 7,906 Mcf per day fora 


twenty (20) year period. The Daily Contract Quantity whichis subject to 

increase or decrease from time to time pursuant to the provisions of this 
Contract is initially 7,906 Mcf per day. Subject to the terms and 
conditions of this Contract, Seller agrees to sell and deliver gas to Buyer 
at the point of delivery referred to in Article VIII, when and as requested 
by Buyer, and Buyer agrees to purchase gas from Seller as follows: 

(i) In the event that the date of first delivery hereunder is prior 
to 30 June 1961, for the period from the date of first delivery to 30 June 
1961, Seller shall use its best efforts to deliver each day to Buyer the vol- 
ume of gas requested by Buyer up to one hundred and twenty percent (120%) 
of the Daily Contract Quantity and Buyer shall, during said period, use its 
best efforts to take an average daily volume equal to ninety percent (90%) 
of the Daily Contract Quantity. 

(ii) For the period beginning on 1 July 1961 or, if it be later, 
the date of first delivery hereunder, but in no event later than the expira- 
tion of thirty (30) months after all authorizations referred to in Article I 
have been obtained, and ending the next succeeding June 30, and each con- 
tract year thereafter for the remainder of the term hereof, Seller shall 
deliver each day to Buyer the volumes of gas requested by Buyer up to one 


hundred and twenty percent (120%) of the Daily Contract Quantity; and Buyer 
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shall take during each contract year, if available hereunder, or pay for, if 
available and not taken hereunder, a minimum average daily volume equal 
to ninety percent (90%) of the Daily Contract Quantity; provided, however, 
that Buyer shall take, if available hereunder, not less than a minimum 
average daily volume equal to eighty percent (80%) of the Daily Contract 
Quantity during each month and a minimum volume equal to seventy-five 
(75%) percent of the Daily Contract Quantity on each and every day. 

ie In the event that by 1 July 1959 the available reserves, as agreed 
to by Seller and Buyer or, if they are unable to agree, as determined by a 
Consultant selected in accordance with the provisions of Section 2 of Article 
XIV, are equal to a volume of not less than one hundred and twenty-five per- 
cent (125%) of the initial Daily Contract Quantity per day for a twenty (20) 
year period, and Seller elects to develop additional deliverability for such 
reserves then, subject to the obtaining of all necessary permits, certificates 
and other authorizations, Buyer and Seller agree to increase the initial 
Daily Contract Quantity by twenty-five percent (25%),effective 1 July 1962; 
provided, further, that if by 1 July 1960 the said reserves, as agreed to or 
determined as aforesaid, are equal to a volume of not Tea than one hundred 
and fifty percent (150%) of the initial Daily Contract Quantity per day for a 
twenty (20) year period and Seller elects to develop additional deliverability 


for such reserves, the initial Daily Contract Quantity, subject to obtaining 


all necessary permits, certificates and other authorizations, will be increased 


by fifty percent (50%), effective 1 July 1963. 
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oye peller agrees that mot later than the date Vhe Project is ready 
for operation Seller's facilities shall be sufficient to enable it to deliver 
one hundred and twenty percent (120%) of the initial Daily Contract 
Quantity, and that it will use diligent efforts to maintain deliverability of 
one hundred and twenty percent (120%} of the Daily Contract Quantity as 
it may exist irom time to time thereaiter. 

4. If Buyer fails to take an average daily quantity equal to ninety 
percent (90%) of the Daily Contract Quantity for any period specified in 
Subsection (ii) of Section 1 of this Article, Buyer shall have the right 
during the next two succeeding contract years after it has taken an average 
daily quantity equal to ninety percent (90%) of the Daily Contract Quantity 
during each such year, to take without further payment a quantity of gas 
up to the quantity paid for but not taken, but not to exceed on any one day, 
unless Seller consents thereto, a total volume greater than one hundred 
and twenty percent (120%) of the Daily Contract Quantity. 

If Seller fails for any twenty (20) days during any month to 
deliver to Buyer the daily quantity of gas requested by Buyer up to one 
hundred and twenty percent (120%) of the Daily Contract Quantity (Buyer 
being ready, able and willing to take and pay for such quantity of gas) 
Buyer may notify Seller in writing of such failure or failures. Seller 
shall have such time as may be necessary, but in no event more than 


six (6) months from the date of receipt by Seller of Buyer's notice, in 


10 


, 


a 


on >. Vr 


"paced hada aienk \yiitnaup dove Tevileh 03 yiilids ee 


ina - veep ; ; 
ananvY 5 of ylizeroqared boouber od Ilsde ytitasuQ jenn : 5 I 9 


yilab systevs edd to (WE\ [-€8) saeoteq brids-eco bas sonidinyarigio of a 


mo eyseb (0S) ytnew? edt gatrub sequel ot betevileb rolls2 asg to soulen ; 
ti sto%ee7 of alist tells2 imeve oft al = .beasd eew soiton a soya othe 
viied ont to (GPOS1) tneo19q Yicew?s bas betbaud eno 1tevileb of yiitide 
a'relle2 yd beonebive as ,sotion dove o3 toitgq Sostie ai ytitinsvO pen 
evituosanos (0€) yitid? s to ysb dose no ytitasup dove sovileb ot etulis? 
boiteq ysb (0€) yrrids odt 102 teyui bus tolled yd betoubaoo tat yabo 


vbotteq edinoct (4) xte bise to bas sit yaiwollot ysb ed? a0 gotonemmoa 


yikinsuD jostinoD ylisG et ,Jeeupet yer soife2 es smid reiliss domes je tO 


insorsq bridte-sro bas morn anys gne o2 ferps smwilov 6 ot bsowbert sd isde 


reyud ot betevileb tolled esy to ornuslov ylish egatsvs oid lo (te) 8) 


test yrevilob bisa to eysb (¢[) aseAit tesl ods tie 


seculov stom 10 owt tostie al e1s sted? rey Jostineo yas ni a 


ee 


«ytido mumiatos a'teyud aed .yiitascQ tseitta0D isd sdt grituoeetqet 


Lsde .ceds? jon 10 tadiedw ,esy 103 ¥5sq OF Ts98Vy rapmiper dove haee : 
dove done to (cP0¢) ineotag eemacket to canara ond to crue oi po bead od 
7, i ~SreuTl G8 abe 
~,doeRe ni esw omwlov cous dose avab to radmin add bas ocml 
: 7 bi ated Vig eee 
* gaived xolls® nogs Lsuoitibaos vied? tostined eid? Yo tuatat odd at M a 
te “hi OL Oe aa 
oteda ahs e'reital oft olla® mort eas Theda que il sb 


_ 


r. = 


7 hae s)' tell - VEGROwe ne 8 Tae pent eras: 
: ed? setts ecnts yaa ta W -bloiY selvoD sat edt mot} bsosborc 


Pr Vi ee ee eee baaenenes 


oS 


HBL TOW. yg 

> a : : 

+P) as Coal my Oe L.A. oi 
a 7 


S ee 


= 


12/5 


first delivery of gas hereunder Seller believes that the Daily Contract Quantity 
is less than such fair share, Seller may notify Buyer, and Buyer agrees to 
negotiate with Seller in an attempt to establish a revised Daily Contract 
Quantity which will, as nearly as possible, represent Seller's said fair share. 
Should Buyer and Seller be unable to reach agreement, either party shall have 


the right to refer the matter to arbitration in accordance with Article XV here- 


of. 
ARTICLE V - QUALITY OF GAS 
Ls The gas delivered hereunder shall be merchantable gas, at all 


times complying with the following quality requirements: 
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(i) Heating Value: The gas delivered hereunder shall have a 
gross heating value of not less than nine hundred and seventy-five (975) 
BTUs per cubic foot, but, with the consent of Buyer, gas at a lower gross 
heating value may be delivered. 

(ii) Freedom from Objectionable Matter: The gas delivered by 
Seller hereunder: 

(a) Shall be commercially free from sand, dust, gums, crude oil, 
impurities and other objectionable substances which may be injurious to 
pipe lines or which may interfere with its transmission through pipe lines 
or its commercial utilization. 

(b) Shall not have a hydrocarbon dew-point in excess of fifteen de- 
grees (15°) Fahrenheit at pressures up to eight hundred (800) pounds per 
square inch gauge. 

(c) Shall not contain more than one (1) grain of hydrogen sulphide 
per one hundred (100) cubic feet. 

(d) Shall not contain more than ten (10) grains of total sulphur per 


one hundred (100) cubic feet. 


(e) Shall not contain more than two percent (2%) by volume of carbon 
dioxide. 
(f) Shall not contain more than four (4) pounds of water vapor per 


one million (1,000,000) cubic feet. 
(g) Shall not exceed one hundred and ten degrees a} Fahrenheit 
in temperature at the point of delivery. 


(h) Shall be as free of oxygen as Seller can keep it through the 
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exercise of all reasonable precautions, and shall not in any event contain 
more than four-tenths of one percent (0.4%) by volume of oxygen. 

La Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made 
by Seller, at Seller's expense, by approved standard methods in general 
use in the gas industry, and the water vapor content of such gas shall be 
determined by Seller, at Seller's expense, by the use of a dew-point appar- 
atus approved by Buyer and Seller. Tests shall be made by Seller frequently 
enough to assure that the gas is conforming continuously to the quality require- 
ments. Buyer shall have the right to require Seller to remedy any deficiency 
of the gas in quality and, in the event such deficiency is not remedied, the 
right, in addition to all other remedies available to it by law, to require Seller 
to discontinue deliveries hereunder until such deficiency is remedied. If Seller 
is unable to remedy the deficiency, Buyer shall have the right to reduce the 
Daily Contract Quantity, as provided in Article IV, to eighty-three and one- 
third percent (83-1/3%) of the volume which the Seller can deliver in conform- 
ity with the quality requirements hereof. 
ARTICLE VI - MEASUREMENT 

l. Unit of Measurement: The unit of volume for purposes of measure- 
ment hereunder, except for gross heating value, shall be one (1) cubic foot 
of gas at a temperature of sixty degrees (60°) Fahrenheit and at a pressure 
of fourteen and seventy-three one-hundredths (14.73) pounds per square inch 


absolute. For purposes of measurement the atmospheric pressure at the 
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point of measurement hereunder shall be assumed to be constant at thirteen 
(13.00) pounds per square inch absolute. 

og Sales Unit: The sales unit of the gas delivered hereunder shall be 
one thousand (1000) cubic feet. 

a7 Method of Measurement: All measuring equipment, devices and 
materials required in this Article shall be installed, maintained, and operated, 
or furnished, by Buyer at Buyer's expense. Seller may install and operate 
check measuring equipment provided it does not interfere with the use of Buyer's 
equipment. In determining the volumes of gas delivered by Seller to Buyer at 
the point of delivery the following practices shall prevail: 

(i) Metering: The gas shall be metered by one or more orifice 
meters installed and maintained, and volumes shall be measured (except for 
correction for deviation from Boyle's Law), in accordance with the methods 
prescribed in "Orifice Metering of Natural Gas'', Gas Measurement Committee 
Report No.3, of the American Gas Association, including the Appendix thereto, 
as published April 1955 or any subsequent revision ther eof acceptable to Buyer 
and Seller. Correction shall be made for deviation of the gas from Boyles' 
Law at the pressure and temperature at which the gas is metered. To deter- 
mine the factors for such correction a quantitative analysis of the gas shall be 
made at reasonable intervals with such apparatus as shall be agreed upon by 
Buyer and Seller, and such factors shall be obtained from data contained in 
'Supercompressibility Factors for Natural Gas", Volumes 1 through 6, in- 


clusive, or in "Tables for the Determination of Supercompressibility Factors 
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for Natural Gas containing Neen and/or Carbon Dioxide'', Volume 7, as 
published by the American Gas Association in 1955, or any subsequent revision 
thereof acceptable to Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific gravity of the 
gas being metered shall be made by Buyer in accordance with the American 
Petroleum Institute's Recommended Practice 50A dated April 1953, or any 
subsequent revision thereof acceptable to Buyer and Seller. The gas samples 
to be tested shall be representative of the gas being metered at the time such 
samples are taken and may be either spot samples or samples taken over a 
period of time. Samples shall be taken at reasonable intervals by Buyer, 
provided that Buyer shall take additional samples when requested by Seller so 
todo. The specific gravity determined by any test shall apply to the gas 
metered from the date the spot sample was taken or from the commencement 
date of a sample taken over a period of time, as the case may be, until the next 
test. 

(iii) Temperature: The flowing temperature of the gas being meter- 
ed shall be determined by means of a recording hee wenetes of a type accept- 
able to Buyer and Seller, installed and maintained by Buyer in accordance with 
the specifications set forth in said Gas Measurement Committee Report No. 3. 
The arithmetical average of readings each day shall be deemed the gas temper- 
ature and used in computing the volume of gas metered during such day. 

(iv) Correction and Adjustment: If at any time any of the measuring 


equipment is registering inaccurately by an amount exceeding two percent (2%) 
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at a reading corresponding to the average hourly rate of flow since the last 
preceding test, the previous readings of such equipment shall be corrected 
to zero error for any period definitely known or agreed upon, or if not so 
known or agreed upon, for a period of sixteen(16) days or one-half (1/2) 
of the elapsed time since the last test, whichever is shorter. If the 
measuring equipment is out of service, the volume of gas delivered during 
such period shall be determined: 

(a) by using the data recorded by any check measuring equipment 
accurately registering; or 

(1b) if such check measuring equipment is not registering accurately 
but the percentage of error is ascertainable by a calibration test, by using 
the data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above can be used, 
by estimating the quantity delivered, by reference to deliveries under simi- 
lar conditions during a period when the equipment was registering accurately. 
No correction shall be made in the recorded volumes of gas delivered for in- 
accuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is commingled 
with gas of other producers in said Field at the point of delivery, the pract- 
ices set forth in the preceding Subsections of this Section 3 shall be applicable 
to the said commingled gas and Seller shall cause the operator of the process - 
ing plant to advise Buyer as to how the commingled gas taken by Buyer at such 


point shall be allocated between Seller and such other producers. 
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4. Heating Value: Tests to determine the gross heating value of gas 
delivered shall be made by Buyer utilizing a Cutler-Hammer recording 
calorimeter, or the equivalent, operated and maintained in accordance with 
General Order No. 58B, "Standards of Calorimetry for Gaseous Fuels", 
approved December 28, 1955 by the Public Utilities Commission of the State 
of California, or any subsequent revision thereof acceptable to Buyer and 
Seller. The gas samples to be tested shall be representative of the gas 
delivered at the time such samples are taken and may be either spot samples 
or samples taken over a period of time. Samples shall be taken at reason- 
able intervals by Buyer, provided that Buyer shall take additional samples 
when requested by Seller sotodo. The gross heating value determined by 
any test shall apply to the gas delivered from the date the spot sample was 
taken or from the commencement date of a sample taken over a period of 
time, as the case may be, until the next test. The gross heating value per 
cubic foot of gas delivered shall be determined for any month by taking the 
arithmetical average of the daily heating values as determined in accord- 
ance with this Section 4. 

ARTICLE VII - MEASURING AND TESTING EQUIPMENT 

1 Testing Meter Equipment: The accuracy of Buyer's measuring 
equipment shall be verified by test, using means and methods acceptable to 
Seller, at least once each month and at other times upon request of Buyer or 
Seller. Notice of the time and nature of each test shall be given by Buyer 


to Seller sufficiently in advance to permit convenient arrangement for Seller's 
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representative to be present. Tests and adjustments shall be made in the 
presence of and observed by a representative of Seller, if present, and if 

any of the measuring equipment is found to be registering inaccurately in 

any percentage, it shall be adjusted at once to read as accurately as possible. 
If, after notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. All 
tests of such measuring equipment shall be made at Buyer's expense, except 
that Seller shall bear the expense of tests made at its request if the inaccur- 
acy is found to be two percent (2%) or less. 

2. Inspection of Equipment: Buyer and Seller shall have the right to 
inspect equipment installed or furnished by the other, and the charts and 
other measurement or test data of the other, at all times during business 
hours; but the reading, calibration and adjustment of such equipment and 
changing of charts shall be done only by the party installing and furnishing 
same. Unless the parties otherwise agree, each party shall preserve all 
original test data, charts and other similar records in such party's possess- 
ion for a period of at least six (6) years. 

ARTICLE VIII - DELIVERY PRESSURE AND POINT OF DELIVERY 

lo The delivery pressure of the gas delivered hereunder shall be any 
pressure required by Buyer not in excess of nine hundred (900) pounds per 
square inch. Inthe event that compression facilities are required to bring 
such gas to the pressure required by Buyer under this Section, then Seller 


shall have the option of installing such facilities, and in the event that Seller 
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does not desire to install such facilities, then Buyer shall have the right to 
do so. Inthe event that both Buyer and Seller elect not to install compression 
facilities, then the Daily Contract Quantity shali be reduced to a volume equal 
to eighty-three and one-third percent (83 1/3%) of the daily quantity of gas 
Seller is then capable of delivering to Buyer at such delivery pressure. If 
Buyer requests gas at a pressure higher than herein provided and Seller is 
willing and able to maintain such higher pressure, then Seller shall be compen- 
sated for such higher pressure at a rate agreed upon between Buyer and Seller. 

Ze The point of delivery of all gas delivered hereunder shall be where 
such gas leaves Seller's facilities and enters Buyer's facilities at a central 
point in the field or at the outlet of the plant where Seller's gas is processed. 

ae Title to all gas delivered hereunder shall pass from Seller to Buyer 
at the point of delivery. Until passage of title Seller shall be deemed to be in 
control and possession of and be responsible for such gas, and thereafter 
Buyer shall be deemed to be in control and possession of and be responsible 
for such gas. 
ARTICLE IX - TERM OF CONTRACT 

Subject to the other provisions hereof, this Contract shall be effect- 

ive from the date hereof and shall continue for a period of twenty-five (25) 
contract years or until the expiration of Buyer's authorization to remove gas 


purchased hereunder from the Province of Alberta, whichever first occurs. 


ARTICLE X - PRICE 


Ls (i) The prices to be paid by Buyer for gas delivered hereunder or 
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required to be paid for if tendered and not taken, during the following respect- 
ive periods, unless changed as hereinafter provided, shall be as follows: 
Period Price 
From the date of initial delivery through 


Jane S0s sl UD ee Ser kone. oye) oy DUGI per Mc 
From July 1, 1961 through June 30, 1962 ... 14.50¢ per Mcf 


From July 1, 1962 through June 30, 1963 ... 15.25¢ per Mcf 
From July 1, 1963 through June 30, 1964 ... 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965 ... 16.25¢ per Mcf 
From July 1, 1965 through June 30, 1966 ... 16.50¢ per Mcf 
From July 1, 1966 through June 30, 1967 ... 16.75¢ per Mef 
From July 1, 1967 through June 30, 1968 ... 17.00¢ per Mcf 
From July 1, 1968 through June 30, 1973... 17.25¢ per Mcf 
Brom July 1,/1973 through June 30, 1978 . .-...18.50¢; per Mcf 
Prom July 1, 1972 through June 30, 1983" .°.". “19. 75¢ per’ Met 


From July 1, 1983 and thereafter during 
PHeMterinvereur es ee ne es 8 ss 2 Gls OOC per Mef 


The foregoing prices are expressed in Canadian currency. 

(ii) Buyer and Seller shall endeavor to renegotiate the prices to be 
paid pursuant to this Contract for the pricing period commencing on July 1, 
1968 and at each five year interval thereafter during the term of this Contract. 

(iii) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the manner 
in which negotiations are proceeding, then such party shall have the right to 
refer the matter to arbitration in accordance with Article XV, and the arbitrat- 
ors shall have the responsibility of determining fair market prices and the 
effective date thereof. 

Regardless of anything herein elsewhere contained, any prices fixed 
by renegotiation or by arbitration shall in no event be effective earlier than the 


first day of such pricing period or be lower than the prices set forth in Subsection 
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-(i) of this Section 1. 


ZA The prices stated in Subsection (i) of Section 1 of this Article X 
shall be applicable to gas delivered hereunder for any month with a gross 


heating value per cubic foot of gas of no more than one thousand and twenty- 


five (1025) BTUs and no less than one thousand (1000) BTUs. If the gross 


heating value per cubic foot of gas delivered hereunder for any month is 
less than one thousand (1000) BTUs or more than one thousand and twenty- 
five (1025) BTUs, the price of such gas shall be the product of the price 
stated in Subsection (i) of Section 1 of this Article X and the applicable 


multiplier selected from the following table: 


BTU Content Multiplier 
For gas with a BTU content of less than 975 to 950 inclusive S700 
For gas with a BTU content of less than 1000 to 975 inclusive Me 
For gas with a BTU content of more than 1025 to 1050 inclusive 1.020 
For gas with a BTU content of more than 1050 to 1075 inclusive 1,050 
For gas with a BTU content of more than 1075 to 1100 inclusive te0ro 
For gas with a BTU content of more than 1100 to. 1125 inclusive ie LOG 
For gas with a BTU content of more than 1125 Le Zo 
Se If at any time during the term of this Contract any new or increased 


occupation, production, severance or sales tax or taxes of similar nature 

or equivalent in effect (not including income, capital stock, franchise or 
property taxes), other than or in livers of a tax prevailing as of the date 

hereof, shall be imposed by any lawful authority on the gas delivered to Buyer 
pursuant to this Contract or on or in respect to the production thereof, or on the 
sale thereof, so that Seller shall be required to pay such increase either directly 


or indirectly, Buyer shall, subject to the conditions hereinafter set forth, pay to 


Pa 


| eyserts Sellen b 
X sivttzA sidt to I aoitse2 Yo (i) nolssadne si batase. aooixg odT 


‘ : ; my veo 
aseotg s diiw diqom yas 102 19baus1ed bst0evileb esg ot ‘sidastinne od lisde — a 
+ =A40 (6 »— : 
-yinewt bas basevodi sno msi? exom on to esy to toot abios tq sulsev — \ Je 
= aw 7 
seotyg edt il .2UT4& (000!) basevor) smo nad. easl on bas “ora (as01) avis ovit _ | 


i ° >> iz 


ai dinom yne sot tabaue10ed baxsvileb esg to Spek aides 19q sues gnisgod “~~ ia 
-yinew? bas basevods ono asd? stom 10 eUTa (O00L) baseuod? conan wis 
eoi%q odd to touborg sdit od Lede eag dove lo soizq odd veUTa (2S01) svit - 
sidsoliqgs od? bas X olaiswA ein? to L notiaee to (i) mortosedué inhond 


‘olds! gciwollot sat moxt bejoslee teliqttlom 


tsilqitiuM , tneinod UTE ya 
oe. evieulont OC o3 2V@ aad? excl lo tnstnos UTE # dtiw esy 107 | 
eye. evieuloni GVO of OOO! ned? eeol to tanstnos UTE s dttw esg 104% Qh 


@SO.i osvieuloat 0201 of 2801 asd? S10: to tneinos UTE « diiw esp -tade 
020.1 evieuloni @T01 of O€0L nsdt atom to tastnoa UTE & diiw asyg tot 


2T0.i4 svieuloni NOLL ot 2T0l asd? stom to tasinos UTE 2 dtiw esg 107) | _ 
O01 .I evieyloni 2S[1 ot OOLS asdi storm io tasinoo UT4& «2 ditw esg 10% — 
esi.f _ @S{1 asds ot0r lo tactaoo UTA 6 ditw esg 104 
P ; _ ” 
beess12oi 10 wen yas JoatIAOO aid? lo mixs) edd gritob omit yas te WCE 9) r 
etuien 1sliotie to 29x63 10 x61 aolsea 20 sons tSsv98 ,a0itoubotg ,molisquoso ~ | - 7 


,. 


zo. 9aidoaas? «loots tnrigad, sata; gatbuiont Joa) Jostte ai tasilaviaps ay _ 

etsb edt to e6 yallisyerq xa 610, s299%8 as -t0 edt serio. > arr 

t9yud of sdzietled e6g ond no ytizordius Iwhwsl yas yd beac 
sx? no 10. loo tod} noiiouboxg at 03 t99q297 nt 10 a0 70, 49814 
Ema 3 i nao else atte | 


10/4 

Seller one-half (1/2) of such new taxes or one-half (1/2) of any such increase 
intaxes. In case any such reimbursement of taxes is to be made, Seller shall 
notify Buyer immediately and shall within ninety (90) days prepare and submit 
to Buyer a statement setting forth the amount of such new or additional taxes 
that it has paid, and within thirty (30) days after submission of such statement 
Buyer shall reimburse Seller to the extent of one-half (1/2) of such new or 
additional taxes as herein defined which Seller shall have so paid. 

4, Notwithstanding any provision of this Contract to the contrary, if in 
order to comply with or by reason of any present or future law, rule, regulat- 
ion or order of any governmental authority having jurisdiction, the basis or 
method of measurement of gas delivered hereunder is changed, then the price 
per Mcf for gas purchased hereunder shall be adjusted so that Seller will re- 
ceive the same total payment as would have been received had no such change 
in the basis or method of measurement been made. 

D On or before August 15th of each year of the term hereof, commenc- 
ing with the year 1968, Buyer will give written notice to Seller stating therein 
the weighted average of Buyer's cost per Mcf of gas purchased (including gas 
paid for but not taken) for the contract year ending on the immediately preced- 
ing June 30th, from gas producers delivering gas to Buyer or Buyer's nominee, 
from fields other than oil fields located in whole or in part within the Province 
of Alberta. In the event such weighted average of Buyer's cost per Mcf is 
greater than the price per Mcf payable to Seller under the provisions of this 


Contract other than the provisions of this Section 5 for gas deliverable to Buyer 
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§ hereunder for any month during the twelve (12) months period commencing on 
the next following November lst, Buyer will increase the price per Mcf pay- 
able to Seller for gas delivered hereunder during each such month by an 
amount equal to the difference between such weighted average of Buyer's cost 
per Mcf and such price per Mcf payable to Seller under the provisions of 
this Contract other than the provisions of this Section 5. The term "Cost 
per Mcf" as used herein shall mean the purchase price per Mcf, plus the 
amount per Mcf, if any, paid by Buyer to a producer for the kind of taxes 
included in Section 3 of this Article paid or payable by the producer, and 
such purchase price per Mcf shall be determined with respect to such other 
purchases on the same basis of quality (including BTU content), measure- 

4 ment, and terms and conditions of delivery as provided for gas delivered 
hereunder. 

6. Currency Adjustment: 

(i) During any month in which the arithmetical average of the daily 
exchange rate of Canadian currency and United States currency as published 
at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern Daylight 
Time, as the case may be, by the Bank of Canada at the City of Ottawa, is 
not more than One Hundred and Five (105) United States Cents or not less than 
Ninety-five (95) United States Cents for One (1) Canadian Dollar, then the 
total quantity of gas delivered by the Seller to the Buyer in such month shall 
be considered sold and purchased at the prices provided for herein in Canadian 


Currency. 
% 


(ii) During any month in which the average exchange rate determined 
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) as provided in Subsection (i) above is in excess of One Hundred and Five (105) 
United States Cents and is not more than One Hundred and Ten (110) United 
States Cents for One (1) Canadian Dollar, or is less than Ninety-five (95) 
United States Cents but not less than Ninety (90) United States Cents for One 
(1) Canadian Dollar, then the total quantity of gas delivered by the Seller to 
the Buyer in such month, subject to the provisions of Subsection (v) of this 
Section 6, shall be considered sold and purchased at the price in Canadian 
currency calculated as follows: 
GE: Pec = price payable in Canadian currency during the month; 


C = the volume of gas sold out of The Project during such 
month to purchasers for use in Canada; 


US = the volume of gas sold out of The Project during such 
‘ month to purchasers for use in the United States; 
oe price in the Contract; 


E = the average exchange rate during such month determin- 
ed in accordance with the provisions of Subsection (i) 
above; 


THEN: In case such average exchange rate exceeds One Hundred and 
Five (105) United States Cents for One (1) Canadian Dollar: 


Pest, Cc x) + (is Uo. ee san OG] 
(Cc + US (cGo+ US BE) 


In case such average exchange rate is less than Ninety-five 
(95) United States Cents for One (1) Canadian Dollar: 


Po=( 2, GC str s) Ls Setame> eat 
(C+ US ) (Cc +US E ) 


(iii) In the event that such average exchange rate excecds One 


Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
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States Cents for One (1) Canadian Dollar for less than three (3) consecutive 
months, the price payable by Buyer to Seller for gas delivered hereunder dur - 
ing such months shall be adjusted in accordance with the applicable formula 
set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Ninety (90) United States Cents, respectively, as 
the case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Doilar for at least three (3) consecutive 
months, then the currency adjustment formula to be used for such months 
and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however, that pending completion of 
such renegotiation the price payable by Buyer to Seller shall be calculated 
in accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6. The currency adjustment formula agreed upon in such renegot- 
iation shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Canadian Dollar, and the pay- 
ments between Buyer and Seller shall be adjusted accordingly. If the parties 
are unable to agree upon a currency adjustment formula within six (6) months 
then either party shall have the right to have the currency adjustment formula 
applicable during such period determ ined by arbitration in accordance with 


Article XV. 
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(v) In no event shall the value of ''Pc"' as calculated under the pro- 

visions of Subsections (ii), (iii), and (iv) (for the period pending renegotiation 
as provided therein) of this Section 6 exceed or be less than the value of 'P", 
as the case may be, by more than One (1) Cent per Mcf. 
ARTICLE XI - BILLINGS AND PAYMENTS 

Le Buyer shall render to Seller on or before the fifteenth day of each 
month a statement as to the amount of gas delivered by Seller during the 
month preceding. Seller shall render an invoice therefor as soon as practic- 
able after receipt of said statement. Unless objected to by either party with- 
in thirty (30) days after either the receipt by Seller of said statement, or, if 
during said thirty (30) day period Seller has requested the related meter charts, 
after the receipt of such charts, said statement shall be accepted by both parties 
as correct. Buyer agrees to make payment (in Canadian currency) to Seller 
on or before the twenty-fifth day of such month or the tenth day after receipt of 
Seller's invoice, whichever shall occur later. Should Buyer fail to pay any 
amount due to Seller by the due date, interest thereon shall accrue at the rate 
of six percent (6%) per annum from such date until paid; and if such failure to 
pay continues for sixty (60) days, Seller thereafter may suspend deliveries of 
gas hereunder and if such failure continues for thirty (30) additional days, 
Seller thereafter may, in addition to any other rights Seller may have, terminate 
this Contract; provided, however, in order for Seller to have the right to sus - 
pend Feiey en uikseas terminate this Contract, Seller must first have notified Buyer 


in writing fifteen (15) days prior to exercising either or both of such rights of its 
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intent to do so and give Buyer the right to pay the amount so due to Seller with- 
in such fifteen (15) day period. Either Buyer or Seller may submit to arbitrat- 
ion in accordance with Article XV any dispute as to the amount due Seller for gas 
delivered hereunder; and pending the arbitrators' award Seller's remedies here~ 
inabove provided shall be suspended as to the amount in controversy. 

Lass If, by reason of the provisions of Article IV hereof that Buyer shall 
pay Seller for an average daily volume equal to ninety percent (90%) of the 
Daily Contract Quantity during each contract year, whether taken or not, a pay- 
ment for gas not taken shall be due Seller from Buyer, such payment shall be 
made to Seller within sixty (60) days after the end of the contract year for which 
such payment shall be due. Said payment shall be based on the price in effect 
on the last day of said year. The provisions of Section 1 of this Article as to 
non-payment shall be applicable to this Section on 

3. All calculations with respect to the price per Mcf of gas shall be 
carried to five significant figures and the price per Mcf as so calculated round- 
ed to the nearest one-hundredth (1/100th) of a cent. 
ARTICLE XII - FORCE MAJEURE 

lis If either party to this Contract shall fail to perform any obligation 
hereby imposed upon. it and such failure shall be caused, or materially contri- 
buted to, by any acts of God, strikes, lockouts, or other industrial disturbances, 
acts of the Queen's enemies, sabotage, wars, blockades, insurrections, riots, 

epidemics, landslides, lightning, earthquakes, floods, storms, fires, washouts, 


arrests and restraints of rulers and peoples, civil disturbances, explosions, 
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breakage of or accident to machinery or lines of pipe, hydrate obstructions of 
lines of pipe, temporary failure of gas supply, freezing of wells or delivery 
facilities, well blowouts, craterings, inability to obtain pipe, materials or 
equipment including those necessary for The Project, the order of any court 

or governmental authority which has been resisted in good faith by all reason~ 
able legal means, any act or omission (including failure to take gas) of a 
purchaser of gas from Buyer, of a transporter of gas to Buyer, or of a trans- 
porter of gas purchased by Buyer, which is occasioned by any event - occur- 
ence of the character described in this Article XII as constituting force majeure, 
or any other cause, whether of the kind herein enumerated or otherwise, not 
within the control of the party invoking this Article and which by the exercise 

of due diligence such party could not have prevented, or shall be occasioned by 
the necessity for making repairs to or reconditioning wells, machinery, equip- 
ment, or pipelines, not resulting from the fault or negligence of such party, 
such failure shall not be deemed to be a breach of the obligation of such party 
hereunder, but such party shall use reasonable diligence to put itself again in 

a position to carry out its obligations hereunder. The foregoing provision shall 
be construed so as to reduce Buyer's obligation to pay for gas, whether or not 
taken, by an amount proportionate to the quantity of gas Buyer shall be unable to 
take in any contract year as a consequence of any of the aforementioned causes. 
Nothing contained herein shall be construed to require either party to settle a 
strike or lockout by acceding against its judgment to the demands of opposing 


parties. 
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ra No such cause affecting the performance of this Contract by either 
4 party shall continue to relieve such party from its obligation after the expir- 
ation of a reasonable period of time within which by the use of due diligence 
such party could have remedied the situation preventing its performance, nor 
shall any such cause relieve either party from its obligation to make payment 
of amounts then due hereunder, nor shall any such cause relieve either party 
from its obligation unless such party shall give notice thereof in writing to the 
other party with reasonable promptness; and like notice shall be given upon 
termination of such cause. 
ARTICLE XIII - WARRANTY OF TITLE AND RESPONSIBILITY OF SELLER 
Seller represents and warrants that it has full right and authority to 
enter into this Contract, that, subject to unavoidable failure of title and to the 
4 applicable laws, rules and regulations, Seller's leases are in full force and 
effect and are capable of being maintained and will be maintained by Seller in 
full force and effect for as long as in Seller's opinion gas can be produced 
therefrom in paying quantities, that Seller has title to the gas to be sold and 
delivered hereunder and that all such gas is owned and will be delivered by 
Seller free from all liens and adverse claims, including liens to secure pay- 
ment of any taxes. Seller shall at all times have the obligation to make 
settlements for all royalties and overriding royalties due and payments to the 
mineral and royalty owners under Seller's leases and other documents, as may 
appear of record or otherwise be binding upon Seller, and in accordance with 


the terms of the respective leases and other documents, and to make settlements 
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with all other persons having any interest in the gas sold hereunder. Seller 
agrees to indemnify Buyer and save it harmless from all suits, actions, debts, 
accounts, damages, costs, losses, liabilities and expenses arising from or 
out of claims of any or all persons to said gas or to royalties, taxes, or other 
charges thereon which attach before the title passes to Buyer or which may be 
levied and assessed upon the sale thereof to Buyer. In the event of any ad- 
verse claim of any character whatsoever being asserted in respect to any of 
said gas, Buyer may retain, as security for the performance of Seller's obli- 
gations with respect to such claim under this Section, the purchase price there- 
of up to the amount of such claim, without incurring liability for interest, until 
such claim has been finally determined or until Seller shall have furnished 
bond to Buyer conditioned for the protection of Buyer with respect to such claim. 
ARTICLE XIV - RESERVES OF SELLER 

Ly Seller dedicates exclusively to the performance of this Contract all 
its reserves and Seller agrees to make available to Buyer therefrom sufficient 
gas to ensure performance of this Contract. 

im Commencing in the year 1963, prior to July 1 of said year and of 
each odd numbered year thereafter during the term hereof, Seller and Buyer 
will conduct a joint study of Seller's reserves dedicated hereto and the deliver- 
ability therefrom to determine whether or not Seller is capable of performance 
of this Contract, and, if capable, whether Seller has dedicated to its perfor- 
mance reserves in excess of those required for performance of this Contract. 


In the event Seller and Buyer are unable to agree upon the amount of reserves 
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dedicated hereto or the deliverability therefrom, or both, a qualified inde- 
pendent consulting engineer or firm (herein referred to as "Consultant'') 
shall be selected by the parties in the following manner to determine the 
matter in question. Seller and Buyer shall immediately exchange lists 
each containing in the order of preference the names of not less than five 
acceptable Consultants, The name appearing highest in the order of pref- 
erence on both such lists shall be employed by the parties as the Consultant. 
In the event that there is no name in common to both such lists, or that there 
are two names accorded equally high preference (considering their respect- 
ive positions on both Tetay. then the Consultant shall be selected by lot from 
among said two names accorded equally high preference, or, if there be no 
such names, from among the first names on each list. The Consultant so 
employed shall determine the matter in question as soon as feasible, The 
determination of the Consultant shall be final and binding on the parties, and 
the parties shall abide thereby. The fees and expenses of such Consultant 
shall be paid in equal proportions by the Buyer and Seller. 

ae (i) In the event it is determined by the parties or the Consultant 
that reserves are sufficient, but deliverability is insufficient, Seller may pro- 
ceed with such additional development as may be necessary to restore its 
ability to deliver one hundred and twenty percent (120%) of the Daily Contract 
Quantity in effect at ie time of such determination. In the event Seller fails 
within six (6) ofontha from and after such determination to complete such 


additional development the Daily Contract Quantity shall be reduced to eighty- 
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three and one-third percent (83-1/3%) of the deliverability. 
(ii) Inthe event it is determined by the parties or the Consultant 
that deliverability is sufficient but reserves are insufficient, then Seller 


shall, within six (6) months from and after such determination, make avail- 


able and dedicate to this Contract such additional uncommitted reserves as 


it may have or in the exercise of its sole discretion may acquire, as may be 
necessary to make up the deficiency in reserves and which are economically 
producible and available at a point of delivery satisfactory to Buyer. In 

the event Seller shall fail to make available the additional reserves necessary 
to make up such deficiency, Buyer shall have the right to reduce the Daily 
Contract Quantity in direct proportion to the deficiency in the reserves re- 
quired for the performance of this Contract for the remainder of the term 
hereof. 

(iii) In the event it is determined by the parties or the Consultant 
that Seller has dedicated reserves in excess of those required for Seller to 
perform this Contract for the remainder of the term hereof, Seller agrees 
to sell and Buyer agrees to purchase the gas from such excess reserves under 
the terms and conditions of this Contract, and the appropriate increase in the 
Daily Contract Quantity and the effective date thereof shall be agreed upon by 
Buyer and Seller or, if they fail to agree, shall be determined by arbitration 
as provided in Article XV. Buyer and Seller agree to use their best endeav- 
ors to procure all permits, certificates, and other authorizations necessary 


to make the gas from such excess reserves available for the purpose of The 
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Project. In the event the parties cannot obtain such authorizations in form 
acceptable to them within one and one-half (1-1/2) years after the said 
appropriate increase has been agreedupon or determined, then at the election 
of Seller said excess reserves shall be considered surplus to this Contract 
and Buyer shall have no further right to, or control of, such excess reserves 
or any portion thereof and Seller may sell, use or otherwise dispose of any 
gas therefrom in any manner that Seller in its judgment may deem advisable. 
4, Seller, shall, from time to time at Buyer's request, furnish to 
Buyer such geological, engineering and production data available to Seller as 
may be needed for a study of the gas reserves and deliverability thereof, in- 
cluding electrical logs, core analyses and any and all information pertaining 
fo such wells; provided, however, that Seller shall not be required to furnish 
any data the release of which would be prejudicial, in Seller's opinion, to its 
Interests. 
ARTICLE XV - ARBITRATION 

Any arbitration provided for in this Contract or agreed to by the 
parties shall be conducted in accordance with the following procedures and 
Driyciples. 

Upon the written demand of either party and within ten (10) days 
from the date of such demand, each party shall appoint an arbitrator and the 
two arbitrators so appointed shall promptly thereafter appoint a third. In 
the event more than one party have executed this Contract as Seller and more 


than one of such parties are involved in the same controversy with Buyer, 
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they shall be considered as one party. If either party shall fail to appoint an 
| i) arbitrator within ten (10) days from the date of such demand, then the arbitrat- 
or shall be appointed by a judge of the Supreme Court of Alberta. If the two 
arbitrators shall fail within ten (10) days from their appointment to agree upon 
and appoint the third arbitrator, then upon the application of either party, such 
third arbitrator shall be appointed by a judge of the Supreme Court of Alberta. 
The arbitrators shall proceed immediately to hear and determine 
the matter in controversy. The award of the arbitrators, or a majority of 
them, shall be made within forty-five (45) days after the appointment of the 
third arbitrator, subjectto any reasonable delay due to unforeseen circumstances. 
The award of the arbitrators shall be drawn up in writing and signed 
by the arbitrators, or a majority of them, and shall be final and binding on the 
4 parties, and the parties shall abide by the award and perform the terms and con- 
ditions thereof. Unless otherwise determined by the arbitrators the fees and 
expenses of the arbitrator named for the Seller shall be paid by Seller, the fees 
and expenses of the arbitrator named for the Buyer shall be paid by the Buyer 
and the fees and expenses of the third arbitrator shall be paid in equal proport- 
ion by the Buyer and the Seller. 
ARTICLE XVI - MISCELLANEOUS PROVISIONS 
his No waiver by Buyer or Seller of any default by the other under this 
Contract shall operate as a waiver of a future default, whether of a like or 
different character. 


a This Contract shall bind and inure to the respective successors and 
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[ ) assigns of the parties hereto; but no assignment shall release either party 
from such party's obligations hereunder without the written consent of the 
other party to such release, which consent shall not be unreasonably with- 
held. Nothing herein contained shall prevent either party from pledging 
or mortgaging its rights hereunder as security for its indebtedness. 

3% Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided 
for herein shall be directed to the party to whom given, made or delivered 
at such party's address as follows: 

BUYER: ALBERTA AND SOUTHERN GAS CO. LTD. 
140 - 6th Avenue S.W. 
Calgary, Alberta. 
9 SELLER: TEXACO EXPLORATION COMPANY 

237 = (th avenue o. WW. 

Calgary, Alberta. 
Any notice hereunder shall be given by registered mail and shall be deemed 
to have been given 48 hours after such notice has been deposited in a post 
office with requisite postage thereon, Hither party may change its address 
by giving written notice to the other party; provided, however, in no event 
shall Buyer be obligated to pay for gas purchased hereunder at a point out- 
side of Canada or in currency other than Canadian currency. 

4. This Contract and the rights and obligations of the parties hereunder 
are subject to all present and future laws, rules, regulations and orders of 


any legislative body or duly constituted authority now or hereafter having 


jurisdiction. 
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PINE COULEE FIELD GAS PURCHASE CONTRACT 


Between 


BAILEY SELBURN OIL AND GAS LTD. 


Seller 
- and - 


ALBERTA AND SOUTHERN GAS CO. LTD. 


Buyer. 
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THIS GAS PURCHASE CONTRACT made the 2h day of November 


1957 e 


BETWEEN 


BAILEY SELBURN OIL AND GAS LTD. 

a body corporate, having an office and 

carrying on business in the City of Calgary, 

in the Province of Alberta, 

(hereinafter referred to as "Seller'"') 

OF THE FIRST PART 
- and - 

ALBERTA AND SOUTHERN GAS CO, LTD., 
F a body corporate, having an office and 
4 carrying on business in the City of Calgary, 


in the Province of Alberta, 
(hereinafter referred to as ''Buyer") 


OF THE SECOND PART 
WITNESSE TH 2a 
WHEREAS Buyer is a subsidiary of Pacific Gas and Electric Com- 
pany, a California corporation, hereinafter referredtoas 'P.G. and E."; 
AND WHEREAS P.G, and E. and certain subsidiaries (including 
Buyer) and/or affiliates of P.G. and E., hereinafter referred to as ''the par- 
ticipants'', propose to construct and operate a natural gas pipeline project, 
hereinafter called ''The Project", having for its principal purpose the trans- 
portation of gas purchased by Buyer to the existing integrated transmission 


6 and distribution system of P.G. and E, in the State of California; 
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AND WHEREAS Seller owns or controls petroleum and natural gas 
rights or interests therein in the Pine dates Field, as same is outlined by 
the heavy black line on the map marked "Exhibit A" annexed hereto; and 
Seller will have a supply of gas available from said Fielc and desires to sell 
such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from Seller 
together with natural gas from others for The Project. 


NOW THEREFORE it is herevy agreed as follows: 


ARTICLE I - DEFINITIONS 


1. For the purpose of this Contract the following words and terms are 
defined as follows: 

(a) The word "day" shall mean a period of twenty-four (24)consec - 
utive hours, beginning and ending at 8:00 o'clock A.M. Mountain Standard 
Time. 

(b) The word ''month'"' shall mean a period beginning at 8:00 o'clock 
A.M. on the first day of a calendar month and ending at 8:00 o'clock A.M. on 
the first day of the next succeeding calendar month. 

(c) The term "'contract year" shall mean a period of twelve consec- 
utive months beginning with the month of J uly, the first contract year to begin 
with the month of July next following the date natural gas is first delivered 
hereunder. 

(d) The word "gas" shall mean either natural gas obtained bein the 
wells or the residue remaining after the natural gas has been treated for the 


removal of any of its constituent parts other than methane and for the removal 


seg Lletisa bos mwolorieg eloxricos 10 sawo t9lis® ASAGHW ama 


‘ 


vd bantitvo ai sores as ,blafi selvod eniT od} gi aisted? sluesnted x0. 


18 ;aleted baxenas 'A tididea" bedssor ascot edt oo eal aoald vvasd 5. 
rH 

+ . « Ue 7 

12 sidslisve esy to yloque a sved Litw we 

- 


iteyvG of seg. dage 


7 
: 


oty teywl GATAABW QUA 
o arort asg [stutan dtiw tedisgot 
tt SBHOCSASHT WOU 


(OLTIVIGAd - | ZIOITAA 
AT A 


CO | a 


i J © 4 3 Ta) 56 4 adi ont to7% pS 


vollot es besahieb 
ibes bas yoianived ,erw0d svi 


efter om" btow sal (d) 


otelso 6 to yeb fertlt sdd co .M.A 
- 


: ve” c _ 
: ‘loo yribesooue txent eft to yab Jet sdf 


, >» aviswi wohisq & ME 1 ligde “sxasy tosttaes" arist sdT (5) 
mead OF Jaay ID ject y 4! “Lio om oad di iw gotaniged antazort svitu 


di 
istevileb jeth et ese Ietetso oicb edt potwollot jxen yilvl to dinom sdi mi : 


4a 
oJ et 
a 
i 


alk 
7 a 


: Ewe om a 
eoj mroTtr bearshic #881 siuiten sedite nes lisde a, hiow sdT (6) ” 


adt +or besse13 oesd esd Réu letvisn sdj teivis Qiiatsenet subioa® 4 o 


ae ‘ 
oo ‘ 
- ap q WP 
Isvorres efi toi base snedianm asd) «rsdic aiuag Inevtitaros 2ti to ; te to Le 


i. 


10/4 


of methane hs such extent as is necessary in removing other constituents, as 
the context may require. 

(e) The term "Buyer's facilities" shall mean the facilities constitut- 
ing The Project, together with such gathering facilities if any, as may be built 


by others which are necessary to receive and transport the quantities of gas 


which Buyer undertakes to buy under this Contract. 


(f) The term "Seller's facilities" shall mean such facilities as are 
required for Seller or its nominee to gather, process and deliver gas to Buyer 
in accordance with the terms and conditions of this Contract. 

(g) The term "Mcf" shall mean one thousand (1000) cubic feet of 
gas as determined on the measurement basis set forth in Article VI hereof. 

(h) The term "BTU" shall mean British Thermal Unit. 

(i) The term "gross heating value" shall mean the number of BTUs 
in a cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit, 
saturated with water vapor, and at an absolute pressure equivalent to thirty 
(30) inches of mercury at thirty-two degrees (32°) Fahrenheit. 

(j) The term "Seller's lands" shall mean those lands in said Field 
in, under and from which Seller now has or may hereafter acquire the right 
to drill for, produce and dispose of gas, and the said right. 

(k) The word "lease" shall mean any right of the Seller to drill for, 
produce and dispose of gas in, under and from Seller's lands, and shall include 
any document evidencing such right. 


(1) The word ''reserves'' where used as a noun herein shall mean the 
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quantities of merchantable gas which will be available to Seller from the total 
quantities of gas economically recoverable from Seller's lands after process- 


ing to satisfy the quality specifications of Section 1 of Article V hereof, 


ARTICLE Il - CONDITIONS 


1. Before The Project can be constructed and operated, all permits, 
certificates, and other authorizations required under applicable laws and reg- 
ulations must be obtained. Buyer represents that Buyer and the other parti- 
cipants in The Project will use diligent efforts to procure such authorizations. 
Buyer shall notify Seller in writing within thirty (30) days after each such 
authorization, in form acceptable to the participants, has been obtained, and 
furnish Seller a copy of such authorization. If such authorization contains con- 
tana that would preclude Buyer from fully performing this Contract in accord- 
ance with its terms, Seller may within thirty (30) days after receipt of Buyer's 
notice give Buyer written notice of intention to terminate this Contract, stating 
in said notice the particular grounds of objection to the authorization; and unless 
Buyer shall promptly cause an application for rehearing to be made and such 
rehearing shall result in the authorization being modified so as to meet Seller's 
objection, then this Contract shall terminate, In the event that on or before the 
expiration of fifteen (15) months from the date hereof all necessary authoriz~- 
ations in form acceptable to the participants from the governmental authorities 
of the Province of Alberta shall not have been obtained, Seller may terminate 
this Contract by written notice to Buyer within sixty (60) days thereafter, and 


in the event that on or before the expiration of twenty-four (24) months from the 
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date hereof all other necessary authorizations, in form acceptable to the 
participants, shall not have been obtained, Seller may at any time there- 
after give Buyer sixty (60) days written notice of its intention to terminate 
this Contract and, unless prior to the expiration of said sixty (60) day period 
all of said authorizations shall have been obtained, this Contract shall term- 
inate at the end of said sixty (60) day period. 

rae Buyer represents that immediately upon all such authorizations 
being obtained by the participants, they will proceed with due diligence to 
construct The Project, and Seller agrees that it will proceed with due dili- 
gence to construct Seller's facilities and otherwise provide for the delivery 
of gas as required by this Contract. Each party hereto will use its best 
9 efforts to the end that The Project may be placed in operation by 30 November 
1960. In the event Seller is capable of delivering into The Project the quantity 
of gas required hereunder by 30 June 1961, or the expiration of thirty (30) 
months after all swch authorizations have been obtained, whichever is the 
later, then, unless excused by Article XJJ hereof, Buyer shall thereafter pay 
for the quantity of gas it is obligated hereunder to take, or. pay for if it does 
not take. 
ARTICGUH Ill “RESERVATIONS OF SELLER 

Le Seller hereby expressly reserves to itself the following rights, 
namely: to operate its properties, free from any control by Buyer, in such 
manner as Seller in its sole discretion may deem advisable, including, but 
9 not so as to restrict the generality of the foregoing, the right to determine 


whether or not any additional well will be drilled, or when and whether any 
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well will be reworked or recompleted, or when and whether any of Seller's 


leases or gas wells cannot or has ceased to produce gas in paying quantities 
and is to be released or abandoned; to determine the manner in which the 
quantities of gas to be delivered hereunder shall be allocated to and produced 
by Seller from the respective gas wells of Seller on Seller's lands; to deliver 
to the persons entitled thereto the quantities of gas which such persons have 
reserved and are entitled to take in kind from Seller's lands; and to assign or 
farm out, subject to this Contract, any of Seller's leases. 

2a Seller reserves to itself quantities of gas which may be required 
for the development and operation of Seller's lands for the production of 
petroleum and natural gas, including but not limited to, gas for gas lift oper- 
ations and return to reservoir so long as such gas lift operations and return 
to reservoir do not interfere with Seller's ability to deliver the quantity of 
gas required hereunder. Seller also reserves to itself sufficient quantities 
of gas for the operation of separator equipment, gasoline, and other extraction 
plants, compressor stations, and other facilities for the processing or handling 
of the gas to be delivered hereunder and the products extracted therefrom. 

oe Seller may extract or permit the extraction of non-hydrocarbons 
and hydrocarbons other than methane from the gas to be delivered hereunder, 
and shall have the right to remove such methane as is necessarily removed 
from the gas in recovering other constituents; provided that Seller by such 
processing shall not reduce the gross heating value per cubic foot below one 


thousand (1000) BTUs unless required to do so to render the gas capable of 
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meeting the quality specifications set forth in Article V hereof. 

4. Seller may unitize any of Seller's leases in said field and may 
participate in any oil or gas proration, conservation, ratable taking or 
other similar program, provided that in the event Seller's leases are 
unitized with other properties in said field this Contract will cover Seller's 
interest in the unit derived from such leases and the gas attributable there- 
to, and provided further that in the event such unitization or other such pro- 
gram is entered into voluntarily by Seller, it shall use its best efforts to 
protect Buyer's rights hereunder and to prevent an appreciable reduction 
or postponement in the delivery to Buyer of the quantities of gas set forth 
in Article IV hereof. 

a Seller shall not be required by the provisions hereof to produce 
any well in excess of its allowable rate of flow as fixed by law or regulatory 
bodies, or in excess of its maximum efficient rate of flow as determined by 
Seller, or in excess of the current rate of production permitted Seller under 
the terms of applicable operating agreements in the case of a well jointly 
operated with other parties, whichever is the smallest quantity. 

sa ior the period prior to the date on which The Project is placed 
in operation and for periods during which Buyer is prevented from taking 
delivery of gas hereunder by any of the causes mentioned in Article XU, 
Seller shall have the right to sell and deliver gas to others in such quantities 
as may be necessary to prevent the flaring of gas or the termination of any 


of Seller's leases by reason of non-production. 
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ARTICLE IV - QUANTITY OF GAS 


ae Seller estimates that its presently proven and probable reserves 
are equal to a volume of not less than 3,896 Mcf per day for a 
twenty (20) year period. The Daily Contract Quantity whichis subject to 
increase or decrease from time to time pursuant to the provisions of this 
Contract is initially 3,896 Mcf per day. Subject to the terms and 
conditions of this Contract, Seller agrees to sell and deliver gas to Buyer 
at the point of delivery referred to in Article VIII, shen and as requested 
by Buyer, and Buyer agrees to purchase gas from Seller as follows: 

(i) In the event that the date of first delivery hereunder is prior 
to 30 June 1961, for the period from the date of first delivery to 30 June 
1961, Seller shall use its best efforts to deliver each day to Buyer the vol- 
ume of gas requested by Buyer up to one hundred and twenty percent (120%) 
of the Daily Contract Quantity and Buyer shall, during said period, use its 
best efforts to take an average daily volume equal to ninety percent (90%) 
of the Daily Contract Quantity. 

(ii) For the period beginning on 1 July 1961 or, if it be later, 
the date of first delivery hereunder, but in Bs event later than the expira- 
tion of thirty (30) months after all authorizations referred to in rea It 
have been obtained, and ending the next succeeding June 30, ene con- 
tract year thereafter for the remainder of the term hereof, Seller shall 
deliver each day to Buyer the volumes of gas requested by Buyer up to one 


hundred and twenty percent (120%) of the Daily Contract Quantity; and Buyer 
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shall take during each contract year, if available hereunder, or pay for, if 
available and not taken hereunder, a minimum average daily volume equal 
to ninety percent (90%) of the Daily Contract Quantity; provided, however, 
that Buyer shall take, if available hereunder, not less than a minimum 
average daily volume equal to eighty percent (80%) of the Daily Contract 
Quantity during each month and a minimum volume equal to seventy-five 
(75%) percent of the Daily Contract Quantity on each and every day. 

fas In the event that by 1 July 1959 the available reserves, as agreed 
to by Seller and Buyer or, if they are unable to agree, as determined by a 
Consultant selected in accordance with the provisions of Section 2 of Article 
XIV, are equal toa volume of not less than one hundred and twenty-five per- 
cent (125%) of the initial Daily Contract Quantity per day for a twenty (20) 
year period, and Seller elects to develop additional deliverability for such 
reserves then, subject to the obtaining of all necessary permits, certificates 
and other authorizations, Buyer and Seller agree to increase the initial 
Daily Contract Quantity by twenty-five percent (25%),effective 1 July 1962; 
provided, further, that if by 1 July 1960 the said reserves, as agreed to or 
determined as aforesaid, are equal to a volume of not less than one hundred 
and fifty percent (150%) of the initial Daily Contract Quantity per day for a 
eens (20) year period and Seller elects to develop additional deliverability 


for such reserves, the initial Daily Contract Quantity, subject to obtaining 


all necessary permits, certificates and other authorizations, will be increased 


by fifty percent (50%), effective 1 July 1963. 
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Ds Seller agrees that not later than the date The Project is ready 
for operation Seller's facilities shall be sufficient to enable it to deliver 
one hundred and twenty percent (120%) of the initial Daily Contract 
Quantity, and that it will use diligent efforts to maintain deliverability of 
one hundred and twenty percent (120%) of the Daily Contract Quantity as 
it may exist from time to time thereafter. 

4, If Buyer fails to take an average daily quantity equal to ninety 
percent (90%) of the Daily Contract Quantity for any period specified in 
Subsection (ii) of Section 1 of this Article, Buyer shall have the right 
during the next two succeeding contract years after it has taken an average 
daily quantity equal to ninety percent (90%) of the Daily Contract Quantity 
during each such year, to take without further payment a quantity of gas 
up to the quantity paid for but not taken, but not to exceed on any one day, 
unless Seller consents thereto, a total volume greater than one hundred 
and twenty percent (120%) of the Daily Contract Quantity. 

at If Seller fails for any twenty (20) days during any month to 
deliver to Buyer the daily quantity of gas requested by Buyer up to one 
hundred and twenty percent (120%) of the Daily Contract Quantity (Buyer 
being ready, able and willing to take and pay for such quantity of gas) 
Buyer may notify Seller in writing of such failure or failures. Seller 
shall have such time as may be necessary, but in no event more than 


six (6) months from the date of receipt by Seller of Buyer's notice, in 
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which to restore its ability to deliver such quantity, during which period 
the Daily Contract Quantity shall be reduced temporarily to a volume 
equal to eighty-three and one-third percent (83-1/3%) of the average daily 
volume of Gas Seller delivered to Buyer during the twenty (20) days on 
which Buyer's notice was based. In the event Seller fails to restore its 
ability to deliver one hundred and twenty percent (120%) of the Daily 
Contract Quantity in effect prior to such notice, as evidenced by Seller's 
failure to deliver such quantity on each day of a thirty (30) consecutive 
day test conducted by Seller and Buyer for the thirty (30) day period 
commencing on the day following the end of said six (6) months period, 
Ore atsuch earlier time as oelleér.mmay request, the Daily Contract 
Quantity shall be reduced to a volume equal to eighty-three and one- 
third percent (83-1/3%) of the average daily volume of gas Seller de- 
livered to Buyer during the last fifteen (15) days of said delivery test. 

6. | Ifanjany contract year there are in effect two or more volumes 
representing the Daily Contract Quantity, then Buyer's minimum oblig- 
ation for such contract year to pay for gas, whether or not taken, shall 
be based upon the sum of the products of ninety percent (90%) of each such 
volume and the number of days each such volume was in effect. 

AR TICUE Ve QUALITY OF GAS 
ie. The gas delivered hereunder shall be merchantable gas, at all 


times complying with the following quality requirements: 
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(i) Heating Value: The gas delivered hereunder shall have a 


gross heating value of not less than nine hundred and seventy-five (975) 
BTUs per cubic foot, but, with the consent of Buyer, gas at a lower gross 
heating value may be delivered. 

(ii) Freedom from Objectionable Matter: The gas delivered by 
Seller hereunder: 

(a) Shall be commercially free from sand, dust, gums, crude oil, 
impurities and other objectionable substances which may be injurious to 
pipe lines or which may interfere with its transmission through pipe lines 
Stes commercial utilization. 

(b) Shall not have a hydrocarbon dew-point in excess of fifteen de- 
grees (15°) Fahrenheit at pressures up to eight hundred (800) pounds per 
square inch gauge. 

(c) Shall not contain more than one (1) grain of hydrogen sulphide 
per one hundred (100) cubic feet. ‘ 

(d) Shall not contain more than ten (10) grains of total sulphur per 


one hundred (100) cubic feet. 


(e) Shall not contain more than two percent (2%) by volume of carbon 
dioxide. 
(f) Shall not contain more than four (4) pounds of water vapor per 


one million (170007000) cubic feet. 
(g) Shall not exceed one hundred and ten degrees (110°) Fahrenheit 
in temperature at the point of delivery. 


(h) Shall be as free of oxygenas Seller can keep it through the 
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exercise of all reasonable precautions, and shall not in any event contain 
more than four-tenths of one percent (0.4%) by volume of oxygen. 

2. Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made 
by Seller, at Seller's expense, by approved standard methods in general 
use in the gas industry, and the water vapor content of such gas shall be 
determined by Seller, at Seller's expense, by the use of a dew-point appar- 
atus approved by Buyer and Seller. Tests shall be made by Seller frequently 
enough to assure that the gas is conforming continuously to the quality require- 
ments. Buyer shall have the right to require Seller to remedy any deficiency 
of the gas in quality and, in the event such deficiency is not remedied, the 
right, in addition to all other remedies available to it by law, to require Seller 
to discontinue deliveries hereunder until such deficiency is remedied. If Seller 
is unable to remedy the deficiency, Buyer shall have the right to reduce the 
Daily Contract Quantity, as provided in Article IV, to eighty-three and one- 
third percent (83-1/3%) of the volume which the Seller can deliver in conform- 
ity with the quality requirements hereof, 
ARTICLE VI - MEASUREMENT 

ls Unit of Measurement: The unit of volume for purposes of measure- 
ment hereunder, except for gross heating value, shall be one (1) cubic foot 
of gas at a temperature of sixty degrees (60°) Fahrenheit and at a pressure 
of fourteen and seventy-three one-hundredths (14.73) pounds per square inch 


absolute. For purposes of measurement the atmospheric pressure at the 
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point of measurement hereunder shall be assumed to be constant at thirteen 
(13.00) pounds per square inch absolute. 

Ze Sales Unit: The sales unit of the gas delivered hereunder shall be 
one thousand (1000) cubic feet. 

oe Method of Measurement: All measuring equipment, devices and 
materials required in this Article shall be installed, maintained, and operated, 
or furnished, by Buyer at Buyer's expense. Seller may install and operate 
check measuring equipment provided it does not interfere with the use of Buyer's 
equipment. In determining the volumes of gas delivered by Seller to Buyer at 
the point of delivery the following practices shall prevail: 

(i) Metering: The gas shall be metered by one or more orifice 
meters installed and maintained, and volumes shall be measured (except for 
correction for deviation from Boyle's Law), in accordance with the methods 
prescribed in "Orifice Metering of Natural Gas'', Gas Measurement Committee 
Report No.3, of the American Gas Association, including the Appendix thereto, 
as published April 1955 or any subsequent revision thereof acceptable to Buyer 
and Seller. Correction shal] be made for deviation of the gas from Boyles' 
Law at the pressure and temperature at which the gas is metered. To deter- 
mine the factors for such correction a quantitative nah eeye of the gas shall be 
made at reasonable intervals with such apparatus as shall be agreed upon by 
Buyer and Seller, and such factors shall be obtained from data contained in 
"Supercompressibility Factors for Natural Gas", Volumes 1] through 6, in- 


clusive, or in ''Tables for the Determination of Supercompressibility Fe<tors 


14 


7 t wy » 


1 


> & a ee 
me 43s rh 9a Seti on Se o} pserisa 4 & ad Ilaula tebaue ted inser we. porn to 4 : 


a _ a 


eo 
.wiuloeds dani stapes taq aban, NORA 
: ; a 
mile * wortesd baszavilsb say » ties oslae od T tin UW aesise om, » 


45 
sidvo (0001) basgavodd eito 

reson IA. sigeim ese do bodioht |i 
botatacqo baa ,be Tr a sloinA eli] ab betivwpeat eleitsiam 
4 rayud yd Hodeinsal +o 
golwepserm Asedda 


nit ia ps 
: i lft TG IpS 


; l add ytovilob.to jatog offi 


(intent ae setenr 

rat moiiast103 

satths — to wr te} sftesO"' me bediz2aSzg 
sii ito .€,0/ troqe A” 

ls | edna a to C201 LaqA badatidug es. 


ick 7 | : | ebaar od [Lads pe1100. ,.telled bag 


1ujareqme’d bus atvesetg od? t6 wal 


sci. t s 8eR 3 ‘ , , Up & DMOl9eT1IO2 Aowe rot aroaiosi edt ecins | 
| my) 

yd eoqu bes. (Led f #ulsteade wwe diiw elevasiat esldenosset is sheen 
a4) 

a 


pet . 2 : E750 ‘TO’ , : 5 ra 9 cif e 51387 dove bree relies bas wYys 
. pi 
5 ; r; { { - 44 . es . ry att: . oan = shoe | _ 
,\OLygVvoTH I Slo Yv . es Le (4. Tot @103I244% yilildlsasigqmootaqua” 
-) 


#101244 viilidinnaxqomorsaud lo sohaninrteied oii} ‘aoldeT! ai to ovis. bs 


10/4 


for Natural Gas containing Nitrogen and/or Carbon Dioxide", Volume 7, as 
published by the American Gas Association in 1955, or any subsequent revision 
thereof acceptable to Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific gravity of the 
gas being metered shall be made by Buyer in accordance with the American 
Petroleum Institute's Recommended Practice 50A dated April 1953, or any 
subsequent revision thereof acceptable to Buyer and Seller, The gas samples 
to be tested shall be representative of the gas being metered at the time such 
samples are taken and may be either spot samples or samples taken over a 
period of time. Samples shall be taken at reasonable intervals by Buyer, 
provided that Buyer shall take additional samples when requested by Seller so 
todo. The specific gravity determined by any test shall apply to the gas 
metered from the date the spot sample was taken or from the commencement 
date of a sample taken over a period of time, as the case may be, until the next 
test. 

(iii) Temperature: The flowing temperature of the gas being meter- 
ed shall be determined by means of a recording thermometer of a type accept- 
able to Buyer and Seller, installed and maintained by Buyer in accordance with 
the specifications set forth in said Gas Measurement Committee Report No. 3. 
The arithmetical average of readings each day shall be deemed the gas temper- 
ature and used in computing the volume of gas metered during such day. 

(iv) Correction and Adjustment: If at any time any of the measuring 


equipment is registering inaccurately by an amount exceeding two percent (2%) 
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at a reading corresponding to the average hourly rate of flow since the last 
preceding test, the previous readings of such equipment shall be corrected 
to zero error for any period definitely known or agreed upon, or if not so 
known or agreed upon, for a period of sixteen(16) days or one-half (1/2) 
of the elapsed time since the last test, whichever is shorter. If the 
measuring equipment is out of service, the volume of gas delivered during 
such period shall be determined: 

{a) by using the data recorded by any check measuring equipment 
accurately registering; or 

{b) if such check measuring equipment is not registering accurately 
but the percentage of error is ascertainable by a calibration test, by using 
the data recorded, corrected to zero error, or 

(c) if neither of the methods provided in (a) and (b) above can be used, 
by estimating the quantity delivered, by reference to deliveries under simi- 
lar conditions during a period when the equipment was registering accurately. 
No correction shall be made in the recorded volumes of gas delivered for in- 
accuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is commingled 
with gas of other producers in said Field at the point of delivery, the pract- 
ices get forth in the preceding Subsections of this Section 3 shall be applicable 
to the said commingled gas and Seller shall cause the operator of the process - 
ing plant to advise Buyer as to how the commingled gas taken by Buyer at such 


point shall be allocated between Seller and such other producers. 
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4. Heating Value: Tests to determine the gross heating value of gas 
delivered shall be made by Buyer utilizing a Cutler-Hammer recording 
calorimeter, or the equivalent, operated and maintained in accordance with 
Gene ist Order No. 58B, "Standards of Calorimetry for Gaseous Fuels", 
approved December 28, 1955 by the Public Utilities Commission of the State 
of California, or any subsequent revision thereof acceptable to Buyer and 
Seller. The gas samples to be tested shall be representative of the gas 
delivered at the time such samples are taken and may be either spot samples 
or samples taken over a period of time. Samples shall he taken at reason- 
able intervals by Buyer, provided that Buyer shall take additional samples 
when requested by Seller sotodo. The gross heating value determined by 
any test shall apply to the gas delivered from the date the spot sample was 
taken or from the commencement date of a sample taken over a period of 
time, as the case may be, until the next test. The gross heating value per 
cubic foot of gas delivered shall be determined for any month by taking the 
arithmetical average of the daily heating values as determined in accord- 
ance with this Section 4. 

ARTICLE VII - MEASURING AND TESTING EQUIPMENT 

r. Testing Meter Equipment: The accuracy of Buyer's measuring 
equipment shall be verified by test, using means and methods acceptable to 
Seller, at least once each month and at other times upon request of Buyer or 
Seller. Notice of the time and nature of each test shall be given by Buyer 


to Seller sufficiently in advance to permit convenient arrangement for Seller's 
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representative to be present. Tests and adjustments shall be made in the 
presence of and observed by a representative of Seller, if present, and if 
any of the measuring equipment is found to be registering inaccurately in 
any percentage, it shall be adjusted at once to read as accurately as possible. 
If, after notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. All 
tests of such measuring equipment shall be made at Buyer's expense, except 
that Seller shall bear the expense of tests made at its request if the inaccur- 
acy is found to be two percent (2%) or less. 

ae Inspection of Equipment: Buyer and Seller shall have the right to 
inspect equipment installed or furnished by the other, and the charts and 
other measurement or test data of the other, at all times during business 
hours; but the reading, calibration and adjustment of such equipment and 
changing of charts shall be done only by the party installing and furnishing 
same. Unless the parties otherwise agree, each party shall preserve all 
original test data, charts and other similar records in such party's possess- 


ion for a period of at least six (6) years. 


ARTICLE VII - DELIVERY PRESSURE AND POINT OF DELIVERY 


ie The delivery pressure of the gas delivered hereunder shall be any 
pressure Poctited by Buyer not in excess of nine hundred (900) pounds per 
square inch. In the event that compression facilities are required to bring 
such ne to the pressure required by Buyer under this Section, then Seller 


shall have the option of installing such facilities, and in the event that Seller 
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does not desire to install such facilities, then Buyer shall have the right to 
do so. Inthe event that both Buyer and Seller elect not to install compression 
facilities, then the Daily Contract Quantity shall be reduced to a volume equal 
to eighty~three and one-third percent (83 1/3%) of the daily quantity of gas 
Seller is then capable of delivering to Buyer at such delivery pressure, If 
Buyer requests gas at a pressure higher than herein provided and Seller is 
willing and able to maintain such higher pressure, then Seller shall be compen- 
sated for such higher pressure at a rate agreed upon between Buyer and Seller. 

ee The point of delivery of all gas delivered hereunder shall be where 
such gas leaves Seller's facilities and enters Buyer's facilities at a central 
point in the field or at the outlet of the plant where Seller's gas is processed. 

ae Title to all gas delivered hereunder shall pass from Seller to Buyer 
at the point of delivery. Until pasgage of title Seller shall be deemed to be in 
control and possession of and be responsible for such gas, and thereafter 
Buyer shall be deemed to be in control and possession of and be responsible 
for such gas. 
ARTICLE IX - TERM OF CONTRACT 

Subject to the other provisions hereof, this Contract shall be effect- 

ive from the date hereof and shall continue for a period of twenty-five (25) 
contract years or until the expiration of Buyer's authorization to remove gas 


purchased hereunder from the Province of Alberta, whichever first occurs. 


ARTICLE X ~- PRICE 


A (i) The prices to be paid by Buyer for gas delivered hereunder or 
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required to be paid for if tendered and not taken, during the following respect- 
:) ive periods, unless changed as hereinafter provided, shall be as follows: 
Period Price 
From the date of initial delivery through 


Cig Save 1S regen 2 Toe A acai 00 se . . 13.50¢ per Mcf 
From July 1, 1961 through June 30, 1962 ... 14.50¢ per Mcf 


From July 1, 1962 through June 30, 1963 .... 15.25¢ per Mcf 
From July 1, 1963 through June 30, 1964 ... 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965 ... 16.25¢ per Mcf 
From July 1, 1965 through June 30, 1966 ... 16.50¢ per Mcf 


From July 1, 1967 through June 30, 1968 ... 17.00¢ per Mcf 
From July 1, 1968 through June 30, 1973 ... 17.25¢ per Mcf 
From July 1, 1973 through June 30, 1978 ... 18.50¢ per Mcf 
From July 1, 1978 through June 30, 1983 ... 19.75¢ per Mcf 
From July 1, 1983 and thereafter during 

Presterma Nerecl fon wise G x. 4 v8 ers Gate eke UOUCCDE r pct 


1 
I 
1 
1 
From July 1, 1966 through June 30, 1967 ... 16.75¢ per Mcf 
1 
i 
1 
] 


The foregoing prices are expressed in Canadian currency, 

(ii) Buyer and Seller shall endeavor to renegotiate the prices to be 
paid pursuant to this Contract for the pricing period commencing on July 1, 
1968 and at each five year interval thereafter during the term of this Contract. 

(ii1) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the manner 
in which negotiations are proceeding, then such party shall have the right to 
refer the matter to arbitration in accordance with Article XV, and the arbitrat- 
ors shall have the responsibility of determining fair market prices and the 
effective date thereof. 

Regardless of anything herein elsewhere contained, any prices fixed 
by renegotiation or by arbitration shall in no event be effective earlier than the 


first day of such pricing period or be lower than the prices set forth in Subsection 
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(i) of this Section l. 

hae The prices stated in Subsction (i) of Section 1 of this Article X 
shall be applicable to gas delivered hereunder for any month with a gross 
heating value per cubic foot of gas of no more than one thousand and twenty- 
five (1025) BTUs and no less than one thousand (1000) BTUs. If the gross 
heating value per cubic foot of gas delivered hereunder for any month 1s 
less than one thousand (1000) BTUs or more than one thousand and twenty- 
five (1025) BTUs, the price of such gas shall be the product of the price 
stat at in Subsection (i) of Section 1 of this Article X and the applicable 


multiplier selected from the following table: 


BTU Content Multiplier 
For gas with a BTU content of less than 975 to 950 inclusive 950 
For gas with a BTU content of less than 1000 to 975 inclusive ~9¢5 
For gas with a BTU content of more than 1025 to 1050 inclusive Ae eo 
For gas with a BTU content of more than 1050 to 1075 inclusive eves] 
For gas with a BTU content of more than 1075 to 1100 inclusive eel OW ge 
For gas with a BTU content of more than 1100 to 1125 inclusive L100 
For gas with a BTU content of more than Pied alee 

aa If at any time during the term of this Contract any new or increas - 


ed occupation, production, severance or sales tax or taxes of similar nature 
or equivalent in effect (not including income, capital stock, franchise or prop- 
erty taxes), other than or in excess of a tax prevailing as of the date hereof, 
shall be imposed by any lawful authority on the gas delivered to Buyer pursuant 
to this Contract or on or in respect to the production thereof, or on the sale 
thereof, so that Seller shall be required to pay such increase either directly or 


indirectly, Buyer shall, subject to the conditions hereinafter set forth, pay to 


Fag 
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Seller one-half (1/2) of such new taxes or one-half (1/2) of any such increase 


intaxes. In case any such reimbursement of taxes is to be made, Seller shall 


notify Buyer immediately and shall within ninety (90) days prepare and submit 
to Buyer a statement setting forth the amount of such new or additional taxes 
that it has paid, and within thirty (30) days after submission of such statement 
Buyer shall reimburse Seller to the extent of one-half (1/2) of such new or 
additional taxes as herein defined which Seller shall have so paid. 

4. Notwithstanding any provision of this Contract to the contrary, if in 
order to comply with or by reason of any present or future law, rule, regulat- 
ion or order of any governmental authority having jurisdiction, the basis or 
method of measurement of gas delivered hereunder is changed, then the price 
per Mcf for gas purchased hereunder shall be adjusted so that Seller will re- 
ceive the same total payment as would have been received had no such change 
in the basis or method of measurement been made. 

oa On or before August 15th of each year of the term hereof, commenc- 
ing with the year 1968, Buyer will give written notice to Seller stating therein 
the weighted average of Buyer's cost per Mcf of gas purchased (including gas 
paid for but not taken) for the contract year ending on the immediately preced- 
ing June 30th, from gas producers delivering gas to Buyer or Buyer's nominee, 
from fields other than oil fields located in whole or in part within the Province 
of Alberta. In the event such weighted average of Buyer's cost per Mcf is 
greater than the price per Mcf payable to Seller under the provisions of this 


Contract other than the provisions of this Section 5 for gas deliverable to Buyer 
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hereunder for any month during the twelve (12) months period commencing on 
the ned following November if" Buyer will increase the price per Mcf pay- 
able to Seller for gas delivered hereunder during each such month by an 
amount equal to the difference between such weighted average of Buyer's cost 
per Mcf and such price per Mcf payable to Seller under the provisions of 
this Contract other than the provisions of this Section 5. The term ''Cost 
per Mcf" as used herein shall mean the purchase price per Mcf, plus the 
amount per Mcf, if any, paid by Buyer to a producer for the kind of taxes 
included in Section 3 of this Article paid or payable by the producer, and 
such purchase price per Mcf shall be determined with respect to such other 
purchases on the same basis of quality (including BTU content), measure- 
ment, and terms and conditions of delivery as provided for gas delivered 
hereunder. 

oF Currency Adjustment: 

(i) During any month in which the arithmetical average of the daily 
exchange rate of Canadian currency and United States currency as published 
at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern Daylight 
Time, as the case may be, by the Bank of Canada at the City of Ottawa, is 
ae more than One Hundred and Five (105) United States Cents or not less than 
Ninety-five (95) United States Cents for One (1) Canadian Dollar, then the 
total quantity of gas delivered by the Seller to the Buyer in such month shall 
be considered sold and purchased at the prices provided for herein in Canadian 
currency. 


(11) During any month 1n which the average exchange rate determined 
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as provided in Subsection (i) above is in excess of One Hundred and Five (105) 
United States Cents and is not more than One Hundred and Ten (110) United 
States Cents for One (1) Canadian Dollar, or is less than Ninety-five (95) 
United States Cents but not less than Ninety (90) United States Cents for One 
(1) Canadian Dollar, then the total quantity of gas delivered by the Seller to 
the Buyer in such month, subject to the provisions of Subsection (v) of this 
Section 6, shall be considered sold and purchased at the price in Canadian 
currency calculated as follows: 

1 Oe Pc = price payable in Canadian currency during the month; 


C = the volume of gas sold out of The Project during such 
month to purchasers for use in Canada; 


US = the volume of gas sold out of The Project during such 
month to purchasers for use in the United States; 


b= Fprice in the Contract, 
E = the average exchange rate during such month determin- 
ed in accordance with the provisions of Subsection (i) 
above; 
i iy: In case such average exchange rate exceeds One Hundred and 


Five (105) ) United Sta States Cents for One (1) Canadian Dollar: 


Bees is oi a ee + Lig ge ee LO) 
‘Weak ite Meme ar a 


In case such average exchange rate is less than Ninety-five 
(95) United States Cents for One (1) Canadian Dollar: 


eee aN, y ( US xPx95) 
(oes ) Ce a UG EB ) 


(iii) In the event that such average exchange rate exceeds One 


Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
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States Cents for One (1) Canadian Dollar for less than three (3) consecutive 
months, the price payable by Buyer to Seller for gas delivered hereunder dur- 
ing such months shall be adjusted in accordance with the applicable formula 
set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Ninety (90) United States Cents, respectively, as 
the case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One {1) Canadian Dollar for at least three (3) consecutive 
montis, then the currency adjustment formula to be used for such months 
and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however, that pending completion of 
such mene gotiation.the gos payable by Buyer to Seller shall be calculated 
in accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6. The currency adjustment formula agreed upon in such renegot- 
iation shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten {110) United States Cents or was less 
than Ninety (90) United States Cents fia One (1) Canadian Dollar, and the pay- 
ments between Buyer and Seller shall be adjusted accordingly. it they, parties 
are unable to agree upon a currency adjustment formula within six (6) months 
then either party shall have the right to have the currency adjustment formula 
applicable during such period determined by arbitration in accordance with 


Article XV. 


ni 


(v) In no event shall the value of 'Pc" as calculated under the pro- 

visions of Subsections (ii), (iii), and (iv) (for the period pending renegotiation 
as provided therein) of this Section 6 exceed or be less than the value of 'P", 
as the case may be, by more than One (1) Cent per Mcf. 
ARTICLE XI - BILLINGS AND PAYMENTS 

is Buyer shall render to Seller on or before the fifteenth day of each 
month a statement as to the amount of gas delivered by Seller during the 
month preceding. Seller shall render an invoice therefor as soon as practic- 
able after receipt of said statement. Unless objected to by either party with- 
in thirty (30) days after either the receipt by Seller of said statement, or, if 
during said thirty (30) day period Seller has requested the related meter charts, 
after the receipt of such charts, said statement shall be accepted by both parties 
ae correct. Buyer agrees to make payment (in Canadian currency) to Seller 
on or before the twenty-fifth day of such month or the tenth day after receipt of 
Seller's invoice, whichever shall occur later. Should Buyer fail to pay any 
amount due to Seller by the due date, interest thereon shall accrue at the rate 
of six percent (6%) per annum from such date until paid; and if such failure to 
pay continues for sixty (60) days, Seller thereafter may suspend deliveries of 
gas hereunder and if such failure Geuties for thirty (30) additional days, 
Seller thereafter may, in addition to any other rights Seller may have, terminate 
this Contract; provided, however, in order for Seller tc have the right to sus- 
pend deliveries or terminate this Contract, Seller must first have notified Buyer 


in writing fifteen (15) days prior to exercising either or both of such rights of its 
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intent to do so and give Buyer the right to pay the amount so due to Seller with- 
in such fifteen (15) day period. Either Buyer or Seller may submit to arbitrat- 
ion in accordance with Article XV any dispute as to the amount due Seller for gas 
delivered hereunder; and pending the arbitrators' award Seller's remedies here-~ 
inabove provided shall be suspended as to the amount in controversy. 

op If, by reason of the provisions of Article IV he reof that Buyer shall 
pay Seller for an average daily volume equal to ninety percent (90%) of the 
Daily Contract Quantity during each contract year, whether taken or not, a pay- 
ment for gas not taken shall be due Seller from Buyer, such payment shall be 
made to Seller within sixty (60) days after the end of the contract year for which 
such payment shall be due. Said payment shall be based on the price in effect 
on the last day of said year. The provisions of Section 1 of this Article as to 
non-payment shall be applicable to this Section Z. 

of All calculations with respect to the price per Mcf of gas shall be 
carried to five significant figures and the price per Mef as so calculated round- 
ed to the nearest one-hundredth (1/100th) of a cent. 

i, If either party to this Contract shall fail to perform any obligation 
hereby imposed upon it and such failure shall be caused, or materially contri- 
buted to, by any acts of God, strikes, lockouts, or other industrial disturbances, 
acts of the Queen's enemies, sabotage, wars, blockades, insurrections, riots, 
epidemics, landslides, lightning, earthquakes, floods, storms, fires, washouts. 


arrests and restraints of rulers and peoples, civil disturbances, explosions, 
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breakage of or accident to machinery or lines of pipe, hydrate obstructions of 
lines of pipe, temporary failure of gas supply, freezing of wells or delivery 
facilities, well blowouts, craterings, inability to obtain pipe, materials or 
equipment including those necessary for The Project, the order of any court 

or governmental authority which has been resisted in good faith by all reason- 
able legal means, any act or omission (including failure to take gas) of a 
purchaser of gas from Buyer, of a transporter of gas to Buyer, or of a trans- 
porter of gas purchased by Buyer, which is occasioned by any event or occur- 
ence of the character described in this Article XII as constituting force majeure, 
or any other cause, whether of the kind herein enumerated or otherwise, not 
within the control of the party invoking this Article and which by the exercise 

of due diligence such party could not have prevented, or shall be occasioned by 
the necessity for making repairs to or reconditioning wells, machinery, equip-~ 
ment, or pipelines, not resulting from the fault or negligence of such party, 
such failure shall not be deemed to be a breach of the obligation of such party 
hereunder, but such party shall use reasonable diligence to put itself again in 

a position to carry out its obligations hereunder, The foregoing provision shall 
be construed so as to reduce Buyer's obligation to pay for gas, whether or not 
taken, by an amount proportionate to the quantity of gas Buyer shall be unable to 
take in any contract year as a consequence of any of the aforementioned causes. 
Nothing contained herein shall be construed to require either party to settle a 
strike or lockout by acceding against its judgment to the demands of opposing 


parties. 
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Ze No such cause affecting the performance of this Contract by either 
party shall continue to relieve such party from its obligation after the expir- 
ation of a reasonable period of time within which by the use of due diligence 
such party could have remedied the situation preventing its performance, nor 
shall any such cause relieve either party from its obligation to make payment 
of amounts then due hereunder, nor shall any such cause relieve either party 
from its obligation unless such party shall give notice thereof in writing | he 
other part, with reasonable promptness, and like notice shall be given upon 
termination of such cause, 

ARTICLE XIll - WARRANT Y OF TITLE AND RESPONSIBILITY OF SELLER 
Seller represents and warrants that it has full right and authority to 
enter into this Contract, that, subject to unavoidable failure of title and to the 
applicable laws, rules and regulations, Seller's leases are in full force and 
effect and are capable of being maintained and will be maintained by Seller in 
full force and effect for as long as in Selier's opinion gas can be produced 
therefrom in paying quantities, that Seller has title to the gas to be sold and 
delivered hereunder and that all such gas is owned and will be delivered by 
Seller free from all liens and adwerse claims, including liens to secure pay~- 
ment of any taxes. Seller shali at. all times have the obligation to make 
settlements for all royalties and overriding royalties due and payments to the 
mineral and royalty owners under Seller's leases and other documents, as may 
appear of record or otherwise be binding upon Seller, and in accordance with 


the terms of the respective leases and other documents, and to make settlements 
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with all other persons having any interest in the gas sold hereunder. Seller 
agrees to indemnify Buyer and save it harmless from all suits, actions, debts, 
accounts, damages, costs, losses, liabilities and expenses arising from or 
out of claims of any or all persons to said gas or to royalties, taxes, or other 
charges thereon which attach before the title passes to Buyer or which may be 
levied and assessed upon the sale thereof to Buyer. In the event of any ad- 
verse claim of any character whatsoever being asserted in respect to any of 
said gas, Buyer may retain, as security for the performance of Seller's obli- 
gations with respect to such claim under this Section, the purchase price there- 
of up to the amount of such claim, without incurring liability for interest, until 
such claim has been finally determined or until Seller shall have furnished 
bond to Buyer conditioned for the protection of Buyer with respect to such claim. 
SR UIGLE ATV ~ RESERVES OF SELLER 

uu Seller dedicates exclusively to the performance of this Contract all 
its reserves and Seller agrees to make available to Buyer therefrom sufficient 
gas to ensure performance of this Contract. 

ae Commencing in the year 1963, prior to July 1 of said year and of 
each odd numbered year thereafter during the term hereof, Seller and Buyer 
will conduct a joint study of Seller's reserves dedicated hereto and the deliver- 
ability therefrom to determine whether or not Seller is capable of performance 
of this Contract, and, if capable, whether Seller has dedicated to its perfor- 
mance reserves in excess of those required for performance of this Contract. 


In the event Seller and Buyer are unable to agree upon the amount of reserves 
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dedicated hereto or the deliverability therefrom, or both, a qualified inde- 

- pendent consulting engineer or firm (herein referred to as 'Consultant"’) 
shall be selected by the parties in the following manner to determine the 
matter in question. Seller and Buyer shall immediately exchange lists 
each containing in the order of preference the names of not less than five 
acceptable Consultants, The name appearing highest in the order of pref- 
erence on both such lists shal] be employed by the parties as the Consultant. 
In the event that there is no name in common to both such lists, or that there 
are two names accorded equally high preference (considering their respect- 
ive positions on both lists), then the Consultant shall be selected by lot from 

9 among said two names accorded equally high preference, or, if there be no 
such names, from among the first names on each list. The Consultant so 
employed shall determine the matter in question as soon as feasible. The 
determination of the Consultant shal] be final and binding on the parties, and 
the parties shall abide thereby. The fees and expenses of such Consultant 

shall be paid in equal proportions by the Buyer and Seller, 

28 (i) In the event it is determined by the parties or the Consultant 
that reserves are’ sufficient, but deliverability is insufficient, Seller may pro- 
ceed with such additional development as may be necessary to restore its 
ability to deliver one hundred and twenty percent (120%) of the Daily Contract 
Quantity in effect at the time of such determination. In the event Seller fails 
within six (6) months from and after such det ermination to complete such 


additional development the Daily Contract Quantity shall be reduced to eighty- 
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three and one-third percent (83-1/3%) of the deliverability. 

(ii) Inthe event it is determined by the parties or the Consultant 
that deliverability is sufficient but reserves are insufficient, then Seller 
shall, within six (6) months from and after such determination, make avail- 
able and dedicate to this Contract such additional uncommitted reserves as 
it may have or in the exercise of its sole discretion may acquire, as may be 
necessary to make up the deficiency in reserves and which are economically 
producible and available at a point of delivery satisfactory to Buyer. In 
the event Seller shall fail to make available the additional reserves necessary 
to make up such deficiency, Buyer shall have the right to reduce the Daily 
Contract Quantity in direct proportion to the deficiency in the reserves re- 
quired for the performance of this Contract for the remainder of the term 
hereof. 

(iii) In the event it is determined by the parties or the Consultant 
that Seller has dedicated reserves in excess of those required for Seller to 
perform this Contract for the remainder of the term hereof, Seller agrees 
to sell and Buyer agrees to purchase the gas from such excess reserves under 
the terms and conditions of this Contract, and the appropriate increase in the 
Daily Contract Quantity and the effective date thereof shall be agreed upon by 
Buyer and Seller or, if they fail to agree, shall be determined by arbitration 
as provided in Article XV. Buyer and Seller agree to use their best endeav- 
ors to procure all permits, certificates, and other authorizations necessary 


to make the gas from such excess reserves available for the purpose of The 
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Project. Inthe event the parties cannot obtain such authorizations in form 
acceptable to them within one and one-half (1-1/2) years after the said 
appropriate increase has been agreedupon or determined, then at the election 
of Seller said excess reserves shall be considered surplus to this Contract 
and Buyer shall have no further right to, or control of, such excess reserves 
or any portion thereof and Seller may sell, use or otherwise dispose of any 
gas therefrom in any manner that Seller in its judgment may deem advisable. 
4. Seller, shall, from time to time at Buyer's request, furnish to 
Buyer such geological, engineering and production data available to Seller as 
may be needed for a study of the gas reserves and deliverability thereof, in- 
cluding electrical logs, core analyses and any and all information pertaining 
to such wells; provided, however, that Seller shall not be required to furnish 
any data the release of which would be prejudicial, in Seller's opinion, to its 
interests. 
ARTICLE XV’ = ARBITRATION 

Any arbitration provided for in this Contract or agreed to by the 
parties shall be conducted in accordance with the following procedures and 
principles: 

Upon the written demand of either party and within ten (10) days 
from the date of such demand, each party shall appoint an arbitrator and the 
two arbitrators so appointed shall promptly thereafter appoint a third. In 
the event more than one party have executed this Contract as Seller and more 


than one of such parties are involved in the same controversy with Buyer, 


& i 


10/4 


they shall be considered as one party. If either party shall fail to appoint an 


‘ arbitrator within ten (10) days from the date of such demand, then the arbitrat- 


or shall be appointed by a judge of the Supreme Court of Alberta. If the two 
arbitrators shall fail within ten (10) days from their appointment to agree upon 
and appoint the third arbitrator, then upon the application of either party, such 
third arbitrator shall be appointed by a judge of the Supreme Court of Alberta. 
The arbitrators shall proceed immediately to hear and determine 
the matter in controversy. The award of the arbitrators, or a majority of 
them, shall be made within forty-five (45) days after the appointment of the 
third arbitrator, subjectto any reasonable delay due to unforeseen circumstances. 
The award of the arbitrators shall be drawn up in writing and signed 
by the arbitrators, or a majority of them, and shall be final and binding on the 
parties, and the parties shall abide by the award and perform the terms and con- 
ditions thereof. Unless otherwise determined by the arbitrators the fees and 
expenses of the arbitrator named for the Seller shall be paid by Seller, the fees 
and expenses of the arbitrator named for the Buyer shall be paid by the Buyer 
and the fees and expenses of the third arbitrator shall be paid in equal proport- 


ion by the Buyer and the Seller. 


Arid «V1 = MISCELLANEOUS PROVISIONS 


a No waiver by Buyer or Seller of any default by the other under this 
Contract shall operate as a waiver of a future default, whether of a like or 
different character. 


Zs This Contract shall bind and inure to the respective successors and 
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assigns of the parties hereto; but no assignment shall release either party 
from such party's obligations hereunder without the written consent of the 
other party to such release, which consent shall not be unreasonably with- 
held. Nothing herein contained shall prevent either party from pledging 
or mortgaging its rights hereunder as security for its indebtedness, 

as Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided 
for herein shall be directed to the party to whom given, made or delivered 
at such party's adaress as follows: 


BUYER: ALBERTA AND SOUTHERN GAS CO, LTD. 
140 - 6th Avenue S.W. 


¢ Calgary, Alberta. 
\ 
SELLER: BAILEY SELBURN OIL AND GAS LTD. 

901 - 8th Avenue W. 

Calgary, Alberta. 
Any notice hereunder shall be given by registered mail and shall be deemed 
to have been given 48 hours after such notice has been deposited in a post 
office with requisite postage thereon. Either party may change its address 
by giving written notice to the other party; provided, however, in no event 
shall Buyer be obligated to pay for gas purchased hereunder at a point out- 
side of Canada or in currency other than Canadian currency. 

4. This Contract and the rights and obligations of the parties here- 

under are subject to all present and future laws, rules, regulations and 


rs orders of any legislative body or duly constituted authority now or hereafter 


having jurisdiction. 


35 


» 


10/4 


os Pie Contract shall be construed in accordance with the laws of the 
Province of Alberta. 

6. The headings used throughout this Contract are inserted for refer- 
ence purposes only and are not to be considered or taken into account.in con- 
struing the terms and provisions of any Article nor to be deemed in any way 
to qualify, modify or explain the effects of any such term or provision. 

IN WITNESS WHEREOF this Contract has been properly executed 


by the parties hereto as of the day and year first above written. 


BAILEY SELBURN OIL AND GAS LTD. 


By W, A. FRILEY 
ice, President 
By C. M. MacINNES 
"NSELLER" Assistant Secretary 


(SEAL) 


ALBERTA AND SOUTHERN GAS CO, LTD. 


By do) Kh poHOR TON 
President 
By BR. Ly, WINTON 
BUYER" secretary 
| (SEAL) 


i} 


ALBERTA and SOUTHERN GAS CO. LTD. 
NATURAL GAS BOUDLDING 
140 Sixth Avenue S.W. 
CALGARY, ALBERTA 


October 22, 1957 


Bailey Selburn O11 & Gas Ltd. 
901 Eighth Avenue West 
Calgary, Alberta 


Gentlemen: 


By letter dated October 7, 1957, we forwarded to you for execution 
a Contract for the sale by you and purchase by us of your share of the 
gas produced from the Pine Coulee Field. 


In accordance with your subsequent request we hereby agree to 
amend the said Contract by adding a Section 7 to Article IV, to read as 
follows: 


"7, It is the intent of this Contract that, conditional 
upon Seller having sufficient deliverability, Buyer 
shall take from Seller the latter's fair share of the 
gas produced from the Pine Coulee Field. If at any 
time after the first delivery of gas hereunder Seller 
believes that the Daily Contract Quantity is less than 
such fair share, Seller may notify Buyer, and Buyer 
agrees to negotiate with Seller in an attempt to estab- 
lish a revised Daily Contract Quantity which will, as 
nearly as possible, represent Seller's said fair share. 
Should Buyer and Seller be unable to reach agreement, 
either party shall have the right to refer the matter 
to arbitration in accordance with Article XV hereof." 


If you agree to the foregoing amendment, please so indicate by 
executing both copies of this letter and returning one copy to us. 


Yours very truly 
ALBERTA AND SOUTHERN GAS CO. LTD. 
By Jw ie HOR O IN 
J. Ke Horton, President 
Accepted and agreed to as 
of the date of execution 
of said Contract 
BAILEY SELBURN OIL & GAS LID. 


By Ww. A, FRILEY 


oe 
V. Pres. 
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Buyer. 


10/4 


ARTICLE 


vee 


evil 


Daas 


aM 


XVI 


oN Ey as 


DEFINITIONS 

CONDITIONS 
RESERVATIONS OF SELLER 
QUANTITY OF GAS 
QUALITY OF GAS 
MEASUREMENT 


MEASURING AND TESTING 
EQUIPMENT 


DELIVERY PRESSURE AND 
POINT OF DELIVERY 


TERM OF CONTRACT 
PRIGIS 

BILLINGS AND PAYMENTS 
FORCE MAJEURE 


WARRANTY OF TITLE AND 
RESPONSIBILITY OF SELLER 


RESERVES OF SELLER 
ARBITRATION 


MISCELLANEOUS PROVISIONS 


o000 


Page 


18 


ly 
ig 
26 


en 


29 
30 
ce 


34 


SIO AA 


% 
t * © 4 r ? 
é YTITUAYU - : 
: mak oe ti 
Li . } Lis. US4 " 
- “a ry - ry +i 
} uTea WMIAUCASM - HV " 
i TRACI TIC SY 
; D Saad took 
et 
ee 
(i 4 of TCI | [Vi [at CT TiVv i 
ont ray cr 
} 4 ~ I y t 1 OF 


P| . LOLRS ad 
Oe 

STUAMYAGU GWA 2OUIIIIG - IX . na 
GHAUALAM BOSOG - IX " 7 


GWA GITIT TO YTUAAAAW -~ IITK ” 
LISe FO YTLIUGevOTesA : 


O€ AALIGe FO eaAVAsedH = VIX 2 
MOITAATIGAA = VX i 


eMhOlelVOAFT 2VOAMALISAOCIM 


10/4 


THIS GAS PURCHASE CONTRACT made the20th day of November 


a 


BETWEEN 


SELBAY EXPLORATION LTD. 

a body corporate, having an office and 
carrying on business in the City of Calgary, 
in the Province of Alberta, 

(hereinafter referred to as ''Seller") 


OF THE FIRST PART 
- and - 


ALBERTA AND SOUTHERN GAS CO. LTD., 
a body corporate, having an office and 
carrying on business in the City of Calgary, 
in the Province of Alberta, 

(hereinafter referred to as ''Buyer"') 


OF THE SECOND PART 


Wil Tbs sie tA: 


WHEREAS Buyer is a subsidiary of Pacific Gas and Electric Com- 


pany, a California corporation, hereinafter referred toas 'P.G. and E."; 


AND WHEREAS P.G. and E. and certain subsidiaries (including 


Buyer) and/or affiliates of P.G. andE., hereinafter referred to as ''the par- 


ticipants'', propose to construct and operate a natural gas pipeline project, 


hereinafter called 'The Project", having for its principal purpose the trans- 


portation of gas purchased by Buyer to the existing integrated transmission 


and distribution system of P.G. and E. in the State of California; 
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AND WHEREAS Seller owns or controls petroleum and natural gas 
rights or interests therein in the Pine Coulee Field, as same is outlined by 
the heavy black line on the map marked "Exhibit A' annexed hereto; and 
Seller will have a supply of gas available from said Field and desires to sell 
such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from Seller 
together with natural gas from others for The Project. 


NOW THEREFORE it is hereby agreed as follows: 


ARTICLE I - DEFINITIONS 


ihe For the purpose of this Contract the following words and terms are 
defined as follows: 

(a) The word ''day" shall mean a period of twenty-four (24)consec - 
utive hours, beginning and ending at 8:00 o'clock A.M. Mountain Standard 
Time 

(b) The word "month" shall mean a period beginning at 8:00 o'clock 
A.M. on the first day of a calendar month and ending at 8:00 o'clock A.M. on 
the first day of the next succeeding calendar month. 

(c) The term "contract year" shall mean a period of twelve consec- 
utive months beginning with the month of July, the first contract year to begin 
with the month of July next following the date natural gas is first delivered 
hereunder. 

(d) The word "gas" shall mean either natural gas obtained from the 
wells or the residue remaining after the natural gas has been treated for the 


removal of any of its constituent parts other than methane and for the removal 
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of methane to such extent as is necessary in removing other constituents, as 
the context may require. 

(e) The term ''Buyer's facilities" shall mean the facilities constitut- 
ing The Project, together with such gathering facilities if any, as may be built 
by others which are necessary to receive and transport the quantities of gas 
which Buyer undertakes to buy under this Contract. 

(f) The term "Seller's facilities" shall mean such facilities as are 
required for Seller or its nominee to gather, process and deliver gas to Buyer 
in accordance with the terms and conditions of this Contract. 

(g) The term "Mcf" phalbiiwas one thousand (1000) cubic feet of 
gas as determined on the measurement basis set forth in Article VI hereof. 

(h) ‘The term "BTU" shall mean British Thermal Unit. 

(i) The term ''gross heating value" shall mean the number of BTUs 
in a cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit, 
saturated with water vapor, and at an absolute pressure equivalent to thirty 
(30) inches of mercury at thirty-two degrees (32°) Fahrenheit. 

(j) The term "Seller's lands" shall mean those.lands in said Field 
in, under and from which Seller now has or may hereafter acquire the right 
to drill for, produce and dispose of gas, and the said Bie 

(k) The word "lease" shall Avert any right of the Seller to drill for, 
produce and dispose of gas in, under and from Seller's lands, and shall include 
any document evidencing such right. 


(1) The word "reserves" where used as a noun herein shall mean the 
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quantities of merchantable gas which will be available to Seller from the total 
quantities of gas economically recoverable from Seller's lands after process- 


ing to satisfy the quality specifications of Section 1 of Article V hereof. 


ARTICLE II - CONDITIONS 


Li Before The Project can be constructed and operated, all permits, 
certificates, and other authorizations required under applicable laws and reg- 
ulations must be obtained. Buyer represents that Buyer and the other parti- 
cipants in The Project will use diligent efforts to procure such authorizations. 
Buyer shall notify Seller in writing within thirty (30) days after each such 
authorization, in form acceptable to the participants, has been obtained, and 
furnish Seller a copy of such authorization. If such authorization contains con- 
ditions that would preclude Buyer from fully performing this Contract in accord- 
ance with its terms, Seller may within thirty (30) days after receipt of Buyer's 
notice give Buyer written notice of intention to terminate this Contract, stating 
in said notice the particular grounds of objection to the authorization; and unless 
Buyer shall promptly cause an application for rehearing to be made and such 
rehearing shall result in the authorization being modified so as to meet Seller's 
objection, then this Contract shall terminate. In the event that on or before the 
expiration of fifteen (15) months from the date hereof all necessary authoriz- 
ations in form acceptable to the participants from the governmental authorities 
of the Province of Alberta shall not have been obtained, Seller may terminate 
this Contract by written notice to Buyer within sixty (60) days thereafter, and 


in the event that on or before the expiration of twenty-four (24) months from the 


Lyd 


x) date hereof all other necessary authorizations, in form acceptable to the 
participants, shall not have been obtained, Seller may at any time there- 
after give Buyer sixty (60) days written notice of its intention to terminate 
this Contract and, unless prior to the expiration of said sixty (60) day period 
all of said authorizations shall have been obtained, this Contract shall term- 
inate at the end of said sixty (60) day period. 

is Buyer represents that immediately upon all such authorizations 
being obtained by the participants, they will proceed with due diligence to 
construct The Project, and Seller agrees that it will proceed with due dili- 
gence to construct Seller's facilities and otherwise provide for the delivery 
of gas as required by this Contract. Each party hereto will use its best 
9 efforts to the end that The Project may be placed in operation by 30 November 
1960. In the event Seller is capable of delivering into The Project the quantity 
of gas required hereunder by 30 June 1961, or the expiration of thirty (30) 
months after all clea authorizations have been obtained, whichever is the 
later, then, unless excused by Article XI hereof, Buyer shall thereafter pay 
for the quantity of gas it is obligated hereunder to take, or pay for if it does 
not take. 
ARTICLE III - RESERVATIONS OF SELLER 

hse Seller hereby expressly reserves to itself the following rights, 
namely: to operate its properties, free from any control by Buyer, in such 
manner as Seller in its sole discretion may deem advisable, including, but 
» not so as to restrict the generality of the foregoing, the right to determine 


whether or not any additional well will be drilled, or when and whether any 


w 
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well will be reworked or recompleted, or when and whether any of Seller's 
leases or gas wells cannot or has ceased to produce gas in paying quantities 
and is to be released or abandoned; to determine the manner in which the 
quantities of gas to be delivered hereunder shall be allocated to and produced 
by Seller from the respective gas wells of Seller on Seller's lands; to deliver 
to the persons entitled thereto the quantities of gas which such persons have 
reserved and are entitled to take in kind from Seller's lands; and to assign or 
farm out, subject to this Contract, any of Seller's leases. 

in Seller reserves to itself quantities of gas which may be required 
for the development and operation of Seller's lands for the production of 
petroleum and natural gas, including but not limited to, gas for gas lift oper- 
ations and return to reservoir so long as such gas lift operations and return 
to reservoir do not interfere with Seller's ability to deliver the quantity of 
gas required hereunder. Seller also reserves to itself sufficient quantities 
of gas for the operation of separator equipment, gasoline, and other extraction 
plants, compressor stations, and other facilities for the processing or handling 
of the gas to be delivered hereunder and the products extracted therefrom. 

36 Seller may extract or permit the extraction of non-hydrocarbons 
and hydrocarbons other than methane from the gas to be delivered hereunder, 
and shall have the right to remove such methane as is necessarily removed 
from the gas in recovering other constituents; provided that Seller by such 
processing shall not reduce the gross heating value per cubic foot below one 


thousand (1000) BTUs unless required to do so to render the gas capable of 
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meeting the quality specifications set forth in Article V hereof. 

4, Seller may unitize any of Seller's leases in said field and may 
participate in any oil or gas proration, conservation, ratable taking or 
other similar program, provided that in the event Seller's leases are 
unitized with other properties in said field this Contract will cover Seller's 
interest in the unit derived from such leases and the gas attributable there- 
to, and provided further that in the event such unitization or other such pro- 
gram is entered into voluntarily by Seller, it shall use its best efforts to 
protect Buyer's rights hereunder and to prevent an appreciable reduction 
or postponement in the delivery to Buyer of the quantities of gas set forth 
in Article IV hereof. 

ay | Seller shall not be required by the provisions hereof to produce 
any well in excess of its allowable rate of flow as fixed by law or regulatory 
bodies, or in excess of its maximum efficient rate of flow as determined by 
Seller, or in excess of the current rate of production permitted Seller under 
the terms of applicable operating agreements in the case of a well jointly 
operated with other parties, whichever is the smallest quantity. 

6. For the period prior to the date on which The Project is placed 
in operation and for periods during which Buyer is prevented from taking 
delivery of gas hereunder by any of the causes mentioned in Article XII, 
Seller shall have the right to sell and deliver gas to others in such quantities 
as may be necessary to prevent the flaring of gas or the termination of any 


of Seller's leases by reason of non-production. 
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ARTICLE IV - QUANTITY OF GAS 


Ie Seller estimates that its presently proven and probable reserves 
are equal toa volume of not lessthan 1,948 Mcf per day for a 
twenty (20) year period. The Daily Contract Quantity whichis subject to 
increase or decrease from time to time pursuant to the provisions of this 
Contract is initially 1,948 Mcf per day. Subject to the terms and 
conditions of this Contract, Seller agrees to sell and deliver gas to Buyer 
at the point of delivery referred to in Article VIII, when and as requested 
by Buyer, and Buyer agrees to purchase gas from Seller as follows: 

(i) In the event that the date of first delivery hereunder is prior 
to 30 June 1961, for the period from the date of first delivery to 30 June 
1961, Seller shall use its best efforts to deliver each day to Buyer the vol- 
ume of gas requested by Buyer up to one hundred and twenty percent (120%) 
of the Daily Contract Quantity and Buyer shall, during said period, use its 
best efforts to take an average daily volume equal to ninety percent (90%) 
of the Daily Contract Quantity. 

(ii) For the period beginning on 1 July 1961 or, if it be later, 
the date of first delivery hereunder, but in no event later than the expira- 
tion of thirty (30) months after all authorizations referred to in Article Il 
have been obtained, and ending the next succeeding June 30, and each con- 
tract year thereafter for the remainder of the term hereof, Seller shall 
deliver each day to Buyer the volumes of gas requested by Buyer up to one 


hundred and twenty percent (120%) of the Daily Contract Quantity; and Buyer 
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shall take during each contract year, if available hereunder, or pay for, if 
available and not taken hereunder, a minimum average daily volume equal 
to ninety percent (90%) of the Daily Contract Quantity; provided, however, 
that Buyer shall take, if available hereunder, not less than a minimum 
average daily volume equal to eighty percent (80%) of the Daily Contract 
Quantity during each month and a minimum volume equal to seventy-five 
(75%) percent of the Daily Contract Quantity on each and every day. 

ae In the event that by 1 July 1959 the available reserves, as agreed 
to by Seller and Buyer or, if they are unable to agree, as determined by a 
Consultant selected in accordance with the provisions of Section 2 of Article 
XIV, are equal to a volume of not less than one hundred and twenty-five per- 
cent (125%) of the initial Daily Contract Quantity per day for a twenty (20) 
year period, and Seller elects to develop additional deliverability for such 
reserves then, subject to the obtaining of all necessary permits, certificates 
and other authorizations, Buyer and Seller agree to increase the initial 
Daily Contract Quantity by twenty-five percent (25%),effective 1 July 1962; 
provided, further, that if by 1 July 1960 the said reserves, as agreed to or 
determined as aforesaid, are equal to a volume of not Tae than one hundred 
and fifty percent (150%) of the initial Daily Contract Quantity per day for a 
twenty (20) year period and Seller elects to develop additional deliverability 
for such reserves, the initial Daily Contract Quantity, subject to obtaining 
all necessary permits, certificates and other authorizations, will be increased 


5 by fifty percent (50%), effective 1 July 1963. 
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BN Seller agrees that not later than the date The Project is ready 
for operation Seller's facilities shall be sufficient to enable it to deliver 
one hundred and twenty percent (120%) of the initial Daily Contract 
Quantity, and that it will use diligent efforts to maintain deliverability of 
one hundred and twenty percent (120%} of the Daily Contract Quantity as 
it may exist from time to time ther eafter. 

4. If Buyer fails to take an average daily quantity equal to ninety 
percent (90%) of the Daily Contract Quantity for any period specified in 
Subsection (ii) of Section 1 of this Article, Buyer shall have the right 
during the next two succeeding contract years after it has taken an average 
daily quantity equal to ninety percent (90%) of the Daily Contract Quantity 
during each such year, to take without further payment a quantity of gas 
up to the quantity paid for but not taken, but not to exceed on any one day, 
unless Seller consents thereto, a total volume greater than one hundred 
and twenty percent (120%) of the Daily Contract Quantity. 

oi If Seller fails for any twenty (20) days during any month to 
deliver to Buyer the daily quantity of gas requested by Buyer up to one 
hundred and twenty percent (120%) of the Daily Contract Quantity (Buyer 
being ready, able and willing to take and pay for such quantity of gas) 
Buyer may notify Seller in writing of such failure or failures, Seller 
shall have such time as may be necessary, but in no event more than 


six (6) months from the date of receipt by Seller of Buyer's notice, in 
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which to restore its ability to deliver such quantity, during which period 
the Daily Contract Quantity shall be reduced temporarily to a volume 
equal to eighty-three and one-third percent (83-1/3%) of the average daily 
volume of Gas Seller delivered to Buyer during the twenty (20) days on 
which Buyer's notice was based. In the event Seller fails to restore its 
ability to deliver one hundred and twenty percent (120%) of the Daily 
Contract Quantity in effect prior to such notice, as evidenced by Seller's 
failure to deliver such quantity on each day of a thirty (30) consecutive 
day test conducted by Seller and Buyer for the thirty (30) day period 
commencing on the day following the end of said six (6) months period, 
or at such earlier time as Seller may request, the Daily Contract 
Quantity shall be reduced to a volume equal to eighty-three and one- 
third percent (83-1/3%) of the average daily volume of gas Seller de- 
livered to Buyer during the last fifteen (15) days of said delivery test. 

6. If in any contract year there are in effect two or more volumes 
representing the Daily Contract Quantity, then Buyer's minimum oblig- 
ation for such contract year to pay for gas, whether or not taken, shall 
be based upon the sum of the products of ninety percent (90%) of each such 


volume and the number of days each such volume was in effect. 


ARTICLE V - QUALITY OF GAS 


3 The gas delivered hereunder shall be merchantable gas, at all 


times complying with the following quality requirements: 
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(i) Heating Value: The gas delivered hereunder shall have a 
gross nee value of not less than nine hundred and seventy-five (975) 
BTUs per cubic foot, but, with the consent of Buyer, gas at a lower gross 
heating value may be delivered. 

(ii) Freedom from Objectionable Matter: The gas delivered by 
Seller hereunder: 

(a) Shall be commercially free from sand, dust, gums, crude oil, 
impurities and other objectionable substances which may be injurious to 
pipe lines or which may interfere with its transmission through pipe lines 
or its commercial utilization. 

(b) Shall not have a hydrocarbon dew-point in excess of fifteen de- 
grees (15°) Fahrenheit at pressures up to eight hundred (800) pounds per 
Square inch gauge. 

(c) Shall not contain more than one (1) grain of hydrogen sulphide 
per one hundred (100) cubic feet. 

(d) Shall not contain more than ten (10) grains of total sulphur per 


one hundred (100) cubic feet. 


(e) Shall not contain more than two percent (2%) by volume of carbon 
dioxide. 
(f) Shall not contain more than four (4) pounds of water vapor per 


one million (1,000,000) cubic feet. 
(g) Shall not exceed one hundred and ten degrees (110°) Fahrenheit 
in temperature at the point of delivery. 


(h) Shall be as free of oxygenas Seller can keep it through the 
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exercise of all reasonable precautions, and shall not in any event contain 
more than four-tenths of one percent (0.4%) by volume of oxygen. 

ae Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made 
by Seller, at Seller's expense, by approved standard methods in general 
use in the gas industry, and the water vapor content of such gas shall be 
determined by Seller, at Seller's expense, by the use of a dew-point appar- 
atus approved by Buyer and Seller. Tests shall be made by Seller frequently 
enough to assure that the gas is conforming continuously to the quality require- 
ments. Buyer shall have the right to require Seller to remedy any deficiency 
of the gas in quality and, in the event such deficiency is not remedied, the 
right, in addition to all other remedies available to it by law, to require Seller 
to discontinue deliveries hereunder until such deficiency is remedied. If Seller 
is unable to remedy the deficiency, Buyer shall have the right to reduce the 
Daily Contract Quantity, as provided in Article IV, to eighty-three and one- 
third percent (83-1/3%) of the volume which the Seller can deliver in conform- 
ity with the quality requirements hereof. 
ARTICLE VI - MEASUREMENT 

de Unit of Measurement; The unit of volume for purposes of measure- 
ment hereunder, except for gross heating value, shall be one (1) cubic foot 
of gas at a temperature of sixty degrees (60°) Fahrenheit and at a pressure 
of fourteen and seventy-three one~hundredths (14.73) pounds per square inch 


absolute. For purposes of measurement the atmospheric pressure at the 
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point of measurement hereunder shall be assumed to be constant at thirteen 
(13.00) pounds per square inch absolute. 

fe Sales Unit: The sales unit of the gas delivered hereunder shall be 
one thousand (1000) cubic feet. 

sp Method of Measurement: All measuring equipment, devices and 
materials required in this Article shall be installed, maintained, and operated, 
or furnished, by Buyer at Buyer's expense. Seller may install and operate 
check measuring equipment provided it does not interfere with the use of Buyer's 
equipment. In determining the volumes of gas delivered by Seller ts Buyer at 
the point of delivery the following practices shall prevail: 

(i) Metering: The gas shall be metered by one or more orifice 
meters installed and maintained, and volumes shall be measured (except for 
correction for deviation from Boyle's Law), in accordance with the methods 
prescribed in "Orifice Metering of Natural Gas'', Gas Measurement Committee 
Report No.3, of the American Gas Association, including the Appendix thereto, 
as published April 1955 a any subsequent revision thereof acceptable to Buyer 
and Seller. Correction shall be made for deviation of the gas from Boyles’ 
Law at the pressure and temperature at which the gas is metered. To deter- 
mine the factors for such correction a quantitative analysis of the gas shall be 
made at reasonable intervals with such apparatus as shall be agreed upon by 
Buyer and Seller, and such factors shall be obtained from data contained in 
"Supercompressibility Factors for Natural Gas", Volumes 1] through 6, in- 


clusive, or in "Tables for the Determination of Supercompressibility Factors 
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for Natural Gas containing Nitrogen and/or Carbon Dioxide", Volume 7, as 
published by the American Gas Association in 1955, or any subsequent revision 
thereof acceptable to Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific gravity of the 
gas being metered shall be made by Buyer in accordance with the American 
Petroleum Institute's Recommended Practice 50A dated April 1953, or any 
subsequent revision thereof acceptable to Buyer and Seller, The gas samples 
to be tested shall be representative of the gas being metered at the time such 
samples are taken and may be either spot samples or samples taken over a 
period of time. Samples shall be taken at reasonable intervals by Buyer, 
provided that Buyer shall take additional samples when requested by Seller so 
todo. The specific gravity determined by any test shall apply to the gas 
metered from the date the spot bene was taken or from the commencement 
date of a sample taken over a period of time, as the case may be, until the next 
test. 

(iii) Temperature: The flowing temperature of the gas being meter- 
ed shall be determined by means of a recording thermometer of a type accept- 
able to Buyer and Seller, installed and maintained by Buyer in accordance with 
the specifications set forth in said Gas Measurement Committee Report No. 3. 
The arithmetical average of readings each day shall be deemed the gas temper- 
ature and used in computing the volume of gas metered during such day. 

(iv) Correction and Adjustment: If at any time any of the measuring 


equipment is registering inaccurately by an amount exceeding two percent (2%) 
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at a reading corresponding to the average hourly rate of flow since the last 
preceding test, the previous readings of such equipment shall be corrected 
to zero error for any period definitely known or agreed upon, or if not so 
known or agreed upon, for a period of sixteen ( 16) days or one-half (1/2) 
of the elapsed time since the last test, whichever is shorter. If the 
measuring equipment is out of service, the volume of gas delivered during 
such period shall be determined: 

(a) by using the data recorded by any check measuring equipment 
accurately registering; or 

(b) if such check measuring equipment is not registering accurately 
but the percentage of error is ascertainable by a calibration test, by using 
the data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above can be used, 
by estimating the quantity delivered, by reference to deliveries under simi- 
lar conditions during a period when the equipment was registering accurately. 
No correction shall be made in the recorded volumes of gas delivered for in- 
accuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is commingled 
with gas of other producers in said Field at the point of delivery, the pract- 
ices set forth in the preceding Subsections of this Section 3 shall be applicable 
to the said commingled gas and Seller shall cause the operator of the process - 
ing plant to advise Buyer as to how the commingled gas taken by Buyer at such 


point shall be allocated between Seller and such other producers. 
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4. Heating Value: Tests to determine the gross heating value of gas 
delivered shall be made by Buyer utilizing a Cutler-Hammer recording 
calorimeter, or the equivalent, operated and maintained in accordance with 
General Order No. 58B, "Standards of Calorimetry for Gaseous Fuels", 
approved December 28, 1955 by the Public Utilities Commission of the State 
of California, or any subsequent revision thereof acceptable to Buyer and 
Seller. The gas samples to be tested shall be representative of the gas 


delivered at the time such samples are taken and may be either spot samples 


‘or samples taken over a period of time. Samples shall be taken at reason- 


able intervals by Buyer, provided that Buyer shall take additional samples 
when requested by Seller soto do. The gross heating value determined by 
any test shall apply to the gas delivered from the date the spot sample was 
taken or from the commencement date of a sample taken over a period of 
time, as the case may be, untilthe next test. The gross heating value per 
cubic foot of gas delivered shall be determined for any month by taking the 
iinina! test, average of the daily heating values as determined in accord- 
ance with this Section 4. 
ARTICLE VII - MEASURING AND TESTING EQUIPMENT 

Lis Testing Meter Equipment: The accuracy of Buyer's measuring 
equipment shall be verified by test, using means and methods acceptable to 
Seller, at least once each month and at other times upon request of Buyer or 
Seller. Notice of the time and nature of each test shall be given by Buyer 


to Seller sufficiently in advance to permit convenient arrangement for Seller's 


ay 
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representative to be present. Tests and adjustments shall be made in the 
presence of and observed by a representative of Seller, if present, and if 
any of the measuring equipment is found to be registering inaccurately in 
any percentage, it shall be adjusted at once to read as accurately as possible. 
If, after notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. All 
tests of such measuring equipment shall be made at Buyer's expense, except 
that Seller shall bear the expense of tests made at its request if the inaccur- 
acy is found to be two percent (2%) or less. 

a. Inspection of Equipment: Buyer and Seller shall have the right to 
inspect equipment installed or furnished by the other, and the charts and 
other measurement or test data of the other, at all times during business 
hours; but the reading, calibration and adjustment of such equipment and 
changing of charts shall be done only by the party installing and furnishing 
same. Unless the parties otherwise agree, each party shall preserve all 
original test data, charts and other similar records in such party's possess- 


ion for a period of at least six (6) years. 


ARTICLE V BIRDELIVERMIPRESSUREPAND: POIN TSOP DELN ERY 


1. The delivery pressure of the gas delivered hereunder shall be any 
pressure required by Buyer not in excess of nine hundred (900) pounds per 
square inch. Inthe event that compression facilities are required to bring 
such gas to the pressure required by Buyer under this Section, then Seller 


shall have the option of installing such facilities, and in the event that Seller 
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does not desire to install such facilities, then Buyer shall have the right to 
do so. Inthe event that both Buyer and Seller elect not to install compression 
facilities, then the Daily Contract Quantity shall be reduced to a volume equal 
to eighty-three and one-third percent (83 1/3%) of the daily quantity of gas 
Seller is then capable of delivering to Buyer at such delivery pressure. If 
Buyer requests gas at a pressure higher than herein provided and Seller is 
willing and able to maintain such higher pressure, then Seller shall be compen- 
sated for such higher pressure at a rate agreed upon between Buyer and Seller, 

rae The point of delivery of all gas delivered hereunder shall be where 
such gas leaves Seller's facilities and enters Buyer's facilities at a central 
point in the field or at the outlet of the plant where Seller's gas is processed. 

ae Title to all gas delivered hereunder shall pass from Seller to Buyer 
at the point of delivery. Until passage of title Seller shall be deemed to be in 
control and possession of and be responsible for such gas, and thereafter 
Buyer shall be deemed to be in control and possession of and be responsible 
for such gas. 
ARTICLE IX - THERM OF CONTRACT 

Subject to the other provisions hereof, this Contract shall be effect- 

ive from the date hereof and shall continue for a period of twenty-five (25) 
contract years or until the expiration of Buyer's authorization to remove gas 


purchased hereunder from the Province of Alberta, whichever first occurs. 


ARTICLE X ~ PRICE 


ie (i) The prices to be paid by Buyer for gas delivered hereunder or 
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required to be paid for if tendered and not taken, during the following respect- 
ive periods, unless changed as hereinafter provided, shall be as follows: 
Period Price 
From the date of initial delivery through 


UTA ee Orie se 6g eek ec a ® ace . 13.50¢ per Mcé 
From July 1, 1961 through June 30, 1962 . « 14.50¢ per Mcf 


From July 1, 1962 through June 30, 1963 ... 15.25¢ per Mcf 
From July 1, 1963 through June 30, 1964 ... 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965 ... 16.25¢ per Mcf 
rom July’1, 19605 through June 30, 1966... 16,.50¢ per Met 
From July 1, 1966 through June 30, 1967 ... 16.75¢ per Mcf 
From July 1, 1967 through June 30, 1968 ... 17.00¢ per Mcf 
From July 1, 1968 through’ June 30, 1973 .. ... 17.25¢ per Mef 
Prom July 1,°1973 through June 30, 1978 ..°. 18. 50¢ per Mef 
From July 1, 1978 through June 30, 1983 .. .. 19.75¢ per Mef 


From July 1, 1983 and thereafter during 
tWerverin Mereot 65 hs .ce oho . « » #£1,00¢ per Mcf 


The foregoing prices are expressed in Canadian currency. 

(ii) Buyer and Seller shall endeavor to renegotiate the prices to be 
paid pursuant to this Contract for the pricing period commencing on July l, 
1968 and at each five year interval thereafter during the term of this Contract. 

(iii) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the manner 
in which negotiations are proceeding, then such party shall have the right to 
refer the matter to arbitration in accordance with Article XV, and the arbitrat- 
ors shall have the responsibility of determining fair market prices and the 
effective date thereof. 

Regardless of anything herein elsewhere contained, any prices fixed 
by renegotiation or by arbitration shall in no event be effective earlier than the 


first day of such pricing period or be lower than the prices set forth in Subsection 
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(i) of this Section 1. 

Be The prices stated in Subsection (i) of Section 1 of this Article X 
shall be applicable to gas delivered hereunder for any month with a gross 
heating value per cubic foot of gas of no more than one thousand and twenty- 
five (1025) BTUs and no less than one thousand (1000) BTUs. If the gross 
heating value per cubic foot of gas delivered hereunder for any month is 
less than one thousand (1000) BTUs or more than one thousand and twenty- 
five (1025) BTUs, the price of such gas shall be the product of the price 
stated in Subsection (1) of Section 1 of this Article X and the applicable 


multiplier selected from the following table: 


BTU Content Multiplier 
For gas with a BTU content of less than 975 to 950 inclusive 950 
For gas with a BTU content of less than 1000 to 975 inclusive Se ke, 


For gas with a BTU content of more than 1025 to 1050 inclusive 1,025 
For gas with a BTU content of more than 1050 to 1075 inclusive 1,050 
For gas with a BTU content of more than 1075 to 1100 inclusive A Oy 5) 
For gas with a BTU content of more than 1100 to 1125 inclusive 1.100 
For gas with a BTU content of more than 1125 bel2s 

3, If at any time during the term of this Contract any new or increased 
occupation, production, severance or sales tax or taxes of similar nature 
or equivalent in effect (not including income, capital stock, franchise or 
property taxes), other than or in excess of a tax prevailing as of the date 
hereof, shall be imposed ‘vy any lawful authority on the gas delivered to Buyer 
pursuant to this Contract or on or in respect to the production thereof, or on the 


sale thereof, so that Seller shall be required to pay such increase either directly 


» or indirectly, Buyer shall, subject to the conditions hereinafter set forth, pay to 
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Seller one-half (1/2) of such new taxes or one-half (1/2) of any such increase 
in taxes. Incase any such reimbursement of taxes is to be made, Seller shall 
notify Buyer immediately and shall within ninety (90) days prepare and submit 
to Buyer a statement setting forth the amount of such new or additional taxes 
that it has paid, and within thirty (30) days after submission of such statement 
Buyer shall reimburse Seller to the extent of one-half (1/2) of such new or 
additional taxes as herein defined which Seller shall have so paid. 

4. Notwithstanding any provision of this Contract to the contrary, if in 
order to comply with or by reason of any present or future law, rule, regulat- 
ion or order of any governmental authority having jurisdiction, the basis or 
method of measurement of gas delivered hereunder is changed, then the price 
per Mcf for gas purchased hereunder shall be adjusted so that Seller will re- 
ceive the same total payment as would have been received had no such change 
+1 the basis or method of measurement been made. 

S. On or before August 15th of each year of the term hereof, commenc- 
ing with the year 1968, Buyer will give written notice to Seller stating therein 
the weighted average of Buyer's cost per Mcf of gas purchased (including gas 
paid for but not taken) for the contract year ending on the immediately preced- 
ing June 30th, from gas producers delivering gas to Buyer or Buyer's nominee, 
from fields other than oil fields located in whole or in part within the Province 
of Alberta. In the event such weighted average of Buyer's cost per Mcf is 
greater than the price per Mcf payable to Seller under the provisions of this 


Contract other than the provisions of this Section 5 for gas deliverable to Buyer 
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hereunder for any month during the twelve (12) months period commencing on 
the next following November lst, Buyer will increase the price per Mcf pay- 
able to Seller for gas delivered hereunder during each such month by an 
amount equal to the difference between such weighted average of Buyer's cost 
per Mcf and such price per Mcf payable to Seller under the provisions of 
this Contract other than the provisions of this Section 5. The term ''Cost 
per Mcf" as used herein shall mean the purchase price per Mcf, plus the 
amount per Mcf, if any, paid by Buyer to a producer for the kind of taxes 
included in Sa etion 3 of this Article paid or payable by the producer, and 
such purchase price per Mcf shall be determined with respect to such other 
purchases on the same basis of quality (including BTU content), measure- 
ment, and terms and conditions of delivery as provided for gas delivered 
hereunder. 

6. Currency Adjustment: 

(i) During any month in which the arithmetical average of the daily 
exchange rate of Canadian currency and United States currency as published 
at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern Daylight 
Time, as the case may be, by the Bank of Canada at the City of Ottawa, is 
not more than One Hundred and Five (105) United States Cents or not less than 
Ninety-five (95) United States Cents for One (1) Canadian Dollar, then the 
total quantity of gas delivered by the Seller to the Buyer in such month shall 
be considered sold and purchased at the prices provided for herein in Canadian 
currency. 


(ii) During any month in which the average exchange rate determined 


23 


fo gals ne mises ‘holseq edinor (Si) ovisw3 ons gnitub dinom yus ik obaus: ‘9 i "i 
-yeq toM 18q sditg SX? sssot2ni Miw rood tal ‘oamevor gntwollol ‘txen ond — Be : y 
ms yd dino dowe dose gaiwhb tebaseted besevilsh asg 10) r9fls® of a ai 
feo> a'tsyuG ito ogstovs betdgiew doua neswied sone 1eltib oft of [supe jnyoms - is 
to anciaivotq sdj 1sbay tollsd of sidsyeq toM 19q 9911q dove bas toM 19q " a 
fa0D" mito) oT «.2 moltosd sidd lo enoieivorg oi andi a9rlto joatinoD eid 
aft eulq .loM teq sortq cesdotuq oft asom Ueda nisited bees as "laM bq 
esxeid to bain sdt 102 ‘ehabor 6 0) 19yu4 yd bieq ,yns li ,toM tog Invors 
bas ,1829ubo1q sit yd eldsysq 10 bisq sloitsA eidi to € spol ni bebuloni 


sorto dove of josqest diiw benicrteleb od Ilsde IoM 19q Sor1g sesdotHg dowe 


-sivessm ,(Inetnoo UTE gnibuloal) ytilaup to siesd eriee eft no eseedouq 


bo tevileh esg tot bebivorg #5 yi1ovileb to anoitibaos bus ents! bas ,jJasm 


wabase sede | 
iesoteuibA yonotmHO oo. 


ylisb of? lo ops1avs Isvitorditiss of) doidw ai dinom yas gnixvd (i) 


besdeilduq es yore a1yo 8etsic beiinU bas yonetiws nsibsas) io 915% ogsedox> 


s~ ; : S2Luy ie (> ; 
tdgifyed ateiesd 10 omiT bitsbasie axes moon (00:SL) aAsalo'to sviewT ts = 


et ,swsitO lo ytiD off ts sbsasD to Ans at yd .od yer 9852 adias mt 7 a : 

nerdy aeol ton ro eiasD antaté betinU (201) svi baa beabault sad ne f 
ol nod? ,xstlod asibans® (1) an, x0t einaD entsi2 botinU (26) 9 wil sni¥ - 
ses di sStm- ot sogam cls ox sailed Cal'ge sa sabiiek tana 


my van) >in wee o> Mi vail pe? AS - a 
pstbsnsD at nio1ed rot bobivorg s9211q od? 46 ‘ob 

Ramm OdtAue * °° ae 6) Sh) ag taal 
ee: . ’ ,; @ a = & 


eee ped 


10/4 


6 as provided in Subsection (i) above is in excess of One Hundred and Five (105) 
United States Cents and is not more than One Hundred and Ten (110) United 
States Cents for One (1) Canadian Dollar, or is less than Ninety-five (95) 
United States Cents but not less than Ninety (90) United States Cents for One 
(1) Canadian Dollar, then the total quantity of gas delivered by the Seller to 
the Buyer in such month, subject to the provisions of Subsection (v) of this 
Section 6, shall be considered sold and purchased at the price in Canadian 
currency calculated as follows: 

i ay in Nos Pc “ price payable in Canadian currency during the month; 


C = the volume of gas sold out of The Project during such 
month to purchasers for use in Ganada; 


US = the volume of gas sold out of The Project during such 
yg month to purchasers for use in the United States; 
- =. price in tie. woncract. 
Ek = the average exchange rate during such month determin- 
ed in accordance with the provisions of Subsection (i) 
above; 
i oe np In case such average exchange rate exceeds One Hundred and 


Five e (105) 1 United States Cents for One. (1) Canadian, Dollar: 


5 el ee Soe + PRE ae ee a es 
(C+ US Cee Us Er 


In case such average exchange rate is less ess than Ninety-five 
(95) United States Cents for One (1) Canadian Dollar: 


Pee x - TR ae ae ey 
hCG Us ) geergite E ) 


(iii) In the event that such average exchange rate exceeds One 


Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
> 
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States Cents for One (1) Canadian Dollar for less than three (3) consecutive 
months, the price payable by Buyer to Seller for gas delivered hereunder dur- 
ing such months shall be adjusted in accordance with the applicable formula 
set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Ninety (90) United States Cents, respectively, as 
the case may be, 

{iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Doilar for at least three (3) consecutive 
months, then the currency adjustment formula to be used for such months 
and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however, that pending completion of 
such renegotiation the price payable by Buyer to Seller shall be calculated 
in accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6. The currency adjustment formula agreed upon in such renegot- 
iation shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Canadian Dollar, and the pay- 
ments between Buyer and Seller shall be adjusted accordingly. If the parties 
are unable to agree upon a currency adjustment formula within six (6) months 
then either party shall have the right to have the currency adjustment formula 
applicable during such period determined by arbitration in accordance with 


Article XV. 
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(v) In no event shall the value of 'Pc" as calculated under the pro- 
visions of Subsections (ii), (iii), and (iv) (for the period pending renegotiation 
as provided therein) of this Section 6 exceed or be less than the value of 'P", 
as the case may be, by more than One (1) Cent per Mcf. 

ARTICLE XI - BILLINGS AND PAYMENTS 

Ls Buyer shall render to Seller on or before the fifteenth day of each 
month a statement as to the amount of gas delivered by Seller during the 
month preceding. Seller shall render an invoice therefor as soon as practic- 
able after receipt of said statement. Unless objected to by either party with- 
in thirty (30) days after either the receipt by Seller of said statement, or, if 
during said thirty (30) day period Seller has requested the related meter charts, 
after the receipt of such charts, said statement shall be accepted by both parties 
as correct. Buyer agrees to make payment (in Canadian currency) to Seller 
on or before the twenty-fifth day of such month or the tenth day after receipt of 
Seller's invoice, whichever shall occur later. Should Buyer fail to pay any 
amount due to Seller by the due date, interest thereon shall accrue at the rate 
of six percent (6%) per annum from such date until paid; and if such failure to 
pay continues for sixty (60) days, Seller thereafter may suspend deliveries of 


gas hereunder and if such failure continues for thirty (30) additional days, 


Seller thereafter may, in addition to any other rights Seller may have, terminate 


this Contract; provided, however, in order for Seller to have the right to sus- 
pend deliveries or terminate this Contract, Seller must first have notified Buyer 


in writing fifteen (15) days prior to exercising either or both of such rights of its 
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intent to do so and give Buyer the right to pay the amount so due to Seller with- 
in such fifteen (15) day period. Either Buyer or Seller may submit to arbitrat- 
ion in accordance with Article XV any dispute as to the amount due Seller for gas 
delivered hereunder; and pending the arbitrators' award Seller's remedies here- 
inabove provided shall be suspended as to the amount in controversy. 

ras If, by reason of the provisions of Article IV hereof that Buyer shall 
pay Seller for an average daily volume equal to ninety percent (90%) of the 
Daily Contract Quantity during each contract year, whether taken or not, a pay- 
ment for gas not taken shall be due Seller from Buyer, such payment shall be 
made to Seller within sixty (60) days after the end of the contract year for which 
such payment shall be due. Said payment shall be based on the price in effect 
on the last day of said year. The provisions of Section 1 of this Article as to 
non-payment shall be applicable to this Section 2. 

3. All calculations with respect to the price per Mcf of gas shall be 
carried to five significant figures and the price per Mcf as so calculated round- 
ed to the nearest one-hundredth (1/100th) of a cent. 

ARTICLE XII - FORCE MAJEURE 

ly If either party to this Contract shall fail to perform any obligation 
hereby imposed upon it and such failure shall be caused, or materially contri- 
buted to, by any acts of God, strikes, lockouts, or other industrial disturbances, 
acts of the Queen's enemies, sabotage, wars, blockades, insurrections, riots, 
epidemics, landslides, lightning, earthquakes, floods, storms, fires, washouts, 


arrests and restraints of rulers and peoples, civil disturbances, explosions, 
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breakage of or accident to machinery or lines of pipe, hydrate obstructions of 
lines of pipe, temporary failure of gas supply, freezing of wells or delivery 
facilities, well blowouts, craterings, inability to obtain pipe, materials or 
equipment including those necessary for The Project, the order of any court 

or governmental authority which has been resisted in good faith by all reason-~ 
able legal means, any act or omission (including failure to take gas) of a 
purchaser of gas from Buyer, of a transporter of gas to Buyer, or of a trans- 
porter of gas purchased by Buyer, which is occasioned by any event or occur- 
ence of the character described inthis Article XII as constituting force majeure, 
Or any other cause, whether of the kind herein enumerated or otherwise, not 
within the control of the party invoking this Article and which by the exercise 

of due diligence such party could not have prevented, or shall be occasioned by 
the necessity for making repairs to or reconditioning wells, machinery, equip- 
ment, or pipelines, not resulting from the fault or negligence of such party, 
such failure shall not be deemed to be a breach of the obligation of such party 
hereunder, but such party shall use reasonable diligence to put itself again in 

a position to carry out its obligations hereunder. The foregoing provision shall 
be construed so as to reduce Buyer's obligation to pay for gas, whether or not 
taken, by an amount proportionate to the quantity of gas Buyer shall be unable to 
take in any contract year as a consequence of any of the aforementioned causes. 
Nothing contained herein shall be construed to require either party to settle a 
strike or lockout by acceding against its judgment to the demands of opposing 


parties, 
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2. No such cause affecting the performance of this Contract by either 
party shall continue to relieve such party from its obligation after the expir- 
ation of a reasonable period of time within which by the use of due diligence 
such party could have remedied the situation preventing its performance, nor 
shall any such cause relieve either party from its obligation to make payment 
of amounts then due hereunder, nor shall any such cause relieve either party 
from its obligation unless such party shall give notice thereof in writing to the 
other party with reasonable promptness; and like notice shall be given upon 
termination of such cause. 

ARTICLE XU ~ WARRANTY OF T ITLE AND RESPONSIBILITY OF SELLER 
Seller represents and warrants that it has full right and authority to 
enter into this Contract, that, subject to unavoidable failure of title and to the 
applicable laws, rules and regulations, Seller's leases are in full force and 
effect and are capable of being maintained and will be maintained by Seller in 
full force and effect for as long as in Seller's opinion gas can be produced 
therefrom in paying quantities, that Seller has title to the gas to be sold and 
delivered hereunder and that all such gas is owned and will be delivered by 
Seller free from all liens and adverse claims, including liens to secure pay- 
ment of any taxes. Seller shali at all times have the obligation to make 
settlements for all royalties and overriding royalties due and payments to the 
mineral and royalty owners under Seller's leases and other documents, as may 
appear of record or otherwise be binding upon Seller, and in accordance with 


the terms of the respective leases and other documents, and to make settlements 
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with all other persons having any interest in the gas sold hereunder. Seller 
agrees to indemnify Buyer and save it harmless from all suits, actions, debts, 
accounts, damages, costs, losses, liabilities and expenses arising from or 
out of claims of any or all persons to said gas or to royalties, taxes, or other 
charges thereon which attach before the title passes to Buyer or which may be 
levied and assessed upon the sale thereof to Buyer. In the event of any ad- 
verse claim of any character whatsoever being asserted in respect to any of 
said gas, Buyer may retain, as security for the performance of Seller's obli- 
gations with respect to such claim under this Section, the purchase price there- 
of up to the amount of such claim, without incurring liability for interest, until 
such claim has been finally determined or until Seller shall have furnished 
bond to Buyer conditioned for the protection of Buyer with respect to such claim. 
ARTICLE XIV - RESERVES OF SELLER 

we Seller dedicates exclusively to the performance of this Contract all 
its reserves and Seller agrees to make available to Buyer therefrom sufficient 
gas to ensure performance of this Contract. 

aes Commencing in the year 1963, prior to July 1 of said year and of 
each odd numbered year thereafter during the term hereof, Seller and Buyer 
will conduct a joint study of Seller's reserves dedicated hereto and the deliver- 
ability therefrom to determine whether or not Seller is capable of performance 
of this Contract, and, if capable, whether Seller has dedicated to its perfor- 
mance reserves in excess of those required for performance of this Contract. 


In the event Seller and Buyer are unable to agree upon the amount of reserves 
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dedicated hereto or the deliverability therefrom, or both, a qualified inde- 
pendent consulting engineer or firm (herein referred to as "Consultant"') 
shall be selected by the parties in the following manner to determine the 
matter in question, Seller and Buyer shall immediately exchange lists 
each containing in the order of preference the names of not less than five 
acceptable Consultants. The name appearing highest in the order of pref- 
erence on both such lists shall be employed by the parties as the Consultant. 
In the event that there is no name in common to both such lists, or that there 
are two names accorded equally high preference (considering their respect- 
ive positions on both lists), then the Consultant shall be selected by lot from 
among said two names accorded equally high preference, or, if there be no 
such names, from among the first names on each list. The Consultant so 
employed shall determine the matter in question as soon as feasible. The 
determination of the Consultant shall be final and binding on the parties, and 
the parties shall abide thereby. The fees and expenses of such Consultant 
Shall be paid in equal proportions by the Buyer and Seller. 

Bis (1) In the event it is determined by the parties or the Consultant 
that reserves are sufficient, but deliverability is insufficient, Seller may pro- . 
ceed with such additional development as may be necessary to restore its 
ability to deliver one hundred and twenty percent (120%) of the Daily Contract 
Quantity in effect at the time of such determination. In the event Seller fails 
within six (6) months from and after such determination to complete such 


additional development the Daily Contract Quantity shall be reduced to eighty- 
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three and one-third percent (83-1/3%) of the deliverability. 

(ii) In the event it is determined by the parties or the Consultant 
that deliverability is sufficient but reserves are insufficient, then Seller 
shall, within six (6) months from and after such determination, make avail- 
able and dedicate to this Contract such additional uncommitted reserves as 
it may have or in the exercise of its sole discretion may acquire, as may be 
necessary to make up the deficiency in reserves and which are economically 
producible and available at a point of delivery satisfactory to Buyer. In 
the event Seller shall fail to make available the additional reserves necessary 
to make up such deficiency, Buyer shall have the right to reduce the Daily 
Contract Quantity in direct proportion to the deficiency in the reserves re- 
quired for the performance of this Contract for the remainder of the term 
hereof; 

(iii) In the event it is determined by the parties or the Consultant 
that Seller has dedicated reserves in excess of those required for Seller to 
perform this Contract for the remainder of the term hereof, Seller agrees 
to sell and Buyer agrees to purchase the gas from such excess reserves under 
the terms and conditions of this Contract, and the appropriate increase in the 
Daily Contract Quantity and the effective date thereof shall be agreed upon by 
Buyer and Seller or, if they fail to agree, shall be determined by arbitration 
as provided in Article XV. Buyer and Seller agree to use their best endeav- 
ors to procure all permits, certificates, and other authorizations necessary 


to make the gas from such excess reserves available for the purpose of The 
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Project. Inthe event the parties cannot obtain such authorizations in form 
acceptable to them within one and one-half (1-1/2) years after the said 
appropriate increase has been agreedupon or determined, then at the election 
of Seller said excess reserves shall be considered surplus to this Contract 
and Buyer shall have no further right to, or control of, such excess reserves 
or any portion thereof and Seller may sell, use or otherwise dispose of any 
gas therefrom in any manner that Seller in its judgment may deem advisable. 
4, Seller, shall, from time to time at Buyer's request, furnish to 

Buyer such geological, engineering and production data available to Seller as 
may be needed for a study of the gas reserves and deliverability thereof, in- 
cluding electrical logs, core analyses and any and all information pertaining 
to such wells; provided, however, that Seller shall not be required to furnish 
any data the release of which would be prejudicial, in Seller's opinion, to its 
interests. 
ARTICLE AV = ARBITRATION 

Any arbitration provided for in this Contract or agreed to by the 
parties shall be conducted in accordance with the following procedures and 
Principles: 

Upon the written demand of either party and within ten (10) days 
from the date of such demand, each party shall appoint an arbitrator and the 
two arbitrators so appointed shall promptly thereafter appoint athird. In 


the event more than one party have executed this Contract as Seller and more 


than one of such parties are involved in the same controversy with Buyer, 
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they shall be considered as one party. If either party shall fail to appoint an 
arbitrator within ten (10) days from the date of such demand, then the arbitrat- 
or shall be appointed by a judge of the Supreme Court of Alberta. If the two 
arbitrators shall fail within ten (10) days from their appointment to agree upon 
and appoint the third arbitrator, then upon the application of either party, such 
third arbitrator shall be appointed by a judge of the Supreme Court of Alberta. 
The arbitrators shall proceed immediately to hear and determine 
the matter in controversy. The award of the arbitrators, or a majority of 
them, shall be made within forty-five (45) days after the appointment of the 
third arbitrator, subjectto any reasonable delay due to unforeseen circumstances. 
The award of the arbitrators shall be drawn up in writing and signed 
by the arbitrators, or a majority of them, and shall be final and binding on the 
parties, and the parties shall abide by the award and perform the terms and con- 
ditions thereof. Unless otherwise determined by the arbitrators the fees and 
expenses of the arbitrator named for the Seller shall be paid by Seller, the fees 
and expenses of the arbitrator named for the Buyer shall be paid by the Buyer 
and the fees and expenses of the third arbitrator shall be paid in equal proport- 
ion by the Buyer and the Seller. 
ARTICLE XVI - MISCELLANEOUS PROVISIONS 
18 No waiver by Buyer or Seller of any default by the other under this 
Contract shall operate as a waiver of a future default, whether of a like or 
different character. 


rap This Contract shall bind and inure to the respective successors and 
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assigns of the parties hereto; but no assignment shall release either party 
from such party's obligations hereunder without the written consent of the 
other party to such release, which consent shall not be unreasonably with- 
held. Nothing herein contained shall prevent either party from pledging 
or mortgaging its rights hereunder as security for its indebtedness. 
shy Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided 
for herein shall be directed to the party to whom given, made or delivered 
at such party's address as follows: 
ee OR ALBERTA AND SOUTHERN GAS CO. LTD. 
140 - 6th Avenue S.W. 
Calgary, Alberta. 
SELLER: SELBAY EXPLORATION LTD. 

901 - 8th Avenue W. 

Calgary, Alberta. 
Any notice hereunder shall be given by registered mail and shall be deemed 
to have been given 48 hours after such notice has been deposited in a post 
office with requisite postage thereon. Either party may change its address 
by giving written notice to the other party; provided, however, in no event 
shall Buyer be obligated to pay for gas purchased hereunder at a point out- 
side of Canada or in currency other than Canadian currency. 

4, This Contract and the rights and obligations of the parties here- 

under are subject to all present and future laws, rules, regulations and 


orders of any legislative body or duly constituted authority now or hereafter 


having jurisdiction. 
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ys This Contract shall be construed in accordance with the laws of the 
) Province of Alberta. 
6. The headings used throughout this Contract are inserted for refer- 


ence purposes only and are not to be considered or taken into account in con- 
struing the terms and provisions of any Article nor to be deemed in any way 
to qualify, modify or explain the effects of any such term or provision. 

IN WITNESS WHEREOF this Contract has been properly executed 


by the parties hereto as of the day and year first above written. 


By W. A. FRILEY 
President 


By C. M. MacINNES 
A) Po LE RM Assistant Secretary 


(SEA L) 
ALBERTA AND SOUTHERN GAS CO, LTD. 


By Ta ek be 


President 


By Retirn WINTON 
Ly Biba secretary 
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ALBERTA and SOUTHERN GAS CO. LTD. 


NATURAL GAS BUILDING 
140 Sixth Avenue S.W. 
CALGARY, ALBERTA 


October 22, 1957 


Selbay Exploration Ltd 
901 Bighth Avenue West 
Calgary, Alberta 


Gentlemen: 


By letter dated October 7, 1957, we forwarded to you for execution 
a Contract for the sale by you and purchase by us of your share of the gas 
produced from the Pine Coulee Field. 


In accordance with your subsequent request we hereby agree to 
amend the said Contract by adding a Section 7 to Article IV, to read as 
follows: 


"7. It is the intent of this Contract that, conditional 
upon Seller having sufficient deliverability, Buyer 
shall take from Seller the latter's fair share of the 
gas produced from the Pine Coulee Field. If at any 
time after the first delivery of gas hereunder Seller 
believes that the Daily Contract Quantity is less than 
such fair share, Seller may notify Buyer, and Buyer 
agrees to negotiate with Seller in an attempt to estab- 
lish a revised Daily Contract Quantity which will, as 
nearly as possible, represent Seller's said fair share. 
Should Buyer and Seller be unable to reach agreement, 
either party shall have the right to refer the matter 
to arbitration in accordance with Article XV hereof.” 


If you agree to the foregoing amendment, please so indicate by 
executing both copies of this letter and returning one copy to us. 
Yours very truly, 
ALBERTA AND SOUTHERN GAS CO. LTD. 
BY ce wie he HOLTON 
dei. HODLOn,, President 

Accepted and agreed to as 
of the date of execution 


of said Contract 


SELBAY EXPLORATION LTD. 


By W. A. Friley 
Pres. 
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THIS GAS PURCHASE CONTRACT made the 12thday of December 


1957. ABC 


JR 
BETWEEN JKH 


a body corporate, having an office and 
carrying on business in the City of Calgary, 
in the Province of Alberta, 
(hereinafter referred to as Seller") 
OF THE FIRS) PART 


-~and ~ 


ALBERTA AND SOUTHERN GAS CO, LTD,, 
a body corporate, having an office and 
carrying on business in the City of Calgary, 
in the Province of Alberta, 

(hereinafter referred to as 'Buyer'"') 


OF THE SECOND PART 


WITNESSE TH THAT. 
WHEREAS Buyer is a subsidiary of Pacific Gas and Electric Com- 
pany, a California corporation, hereinafter referred toas "P.G. and E."'; 
AND WHEREAS P.G. and E. and certain subsidiaries (including 
Buyer) and/or affiliates of P.G. and E., hereinafter referred to as ''the par- 
ticipants", propose to construct and operate a natural gas pipeline project, 


hereinaiter called ''The Project", having for its principal purpose the trans- 


portation of gas purchased by Buyer to the existing integrated transmission 


and distribution system of P.G. and E. in the State of California; 
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AND WHEREAS Seller owns or controls petroleum and natural gas 
rights or interests therein in the Minnehik-Buck Lake Field, as same is out- 
lined by the heavy black line on the map marked "Exhibit A" annexed hereto; 
and Seller will have a supply of gas available from said Field and desires to 
sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from Seller 
together with natural gas from others for The Project. 

NOW THEREFORE it is hereby agreed as follows: 

ARTICLE I - DEFINITIONS 
i¢ For the purpose of this Contract the following words and terms are 
defined as follows: 

(a) The word '"'day'' shall mean a period of twenty-four (24) consec- 
utive hours, beginning and ending at 8:00 o'clock A.M. Mountain Standard 
Barrie. 

(b) The word "month" shall mean a period beginning at 8:00 o'clock 
A.M. on the first day of a calendar month and ending at 8:00 o'clock A.M. on 
the first day of the next succeeding calendar month. 

(c) The term "contract year" shall mean a period of twelve consec- 
utive months beginning with the month of July, the first contract year to begin 
with the month of July next following the date natural gas is first delivered 
hereunder. 

(d) The word ''gas" shall mean either natural gas obtained from the 
wells or the residue remaining after the natural gas has been treated for the 


removal of any of its constituent parts other than methane and for the removal 
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of methane to such extent as is necessary in removing other constituents, as 
the context may require, but shall not include natural gas, the rate of pro- 
duction of which is controlled by the quantity of oil simultaneously produced. 

(e) The term "Buyer's facilities" shall mean the facilities constitut- 
ing The Project, together with such gathering facilities if any, as may be built 
by others which are necessary to receive and transport the quantities of gas 
which Buyer undertakes to buy under this Contract. 

(f) The term "Seller's facilities" shall mean such facilities as are 
required for Seller or its nominee to gather, process and deliver gas to Buyer 
in accordance with the terms and conditions of this Contract. 

(g) The term "Mcf" shall mean one thousand (1000) cubic feet of 
gas as determined on the measurement basis set forth in Article VI hereof. 

(h) The term "BTU" shall mean British Thermal Unit. 

(i) The term "gross heating value" shall mean the number of BTUs 
in a cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit, 
saturated with water vapor, and at an absolute pressure equivalent to thirty 
(30) inches of mercury at thirty-two degrees (32%) Fahrenheit. 

(j) The term "Seller's lands" shall mean those lands in said Field 
in, under and from which Seller now has or may hereafter acquire the right 
to drill for, produce and dispose of gas, and the said right. 

(k) The word "lease" shall mean any right of the Seller to drill for, 
produce and dispose of gas in, under and from Seller's lands, and shall include 
any document evidencing such right. 


(1) The word "reserves" where used as a noun herein shall mean the 
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quantities of merchantable gas which will be available to Seller from the total 
quantities of gas economically recoverable from Seller's lands after process- 


ing to satisfy the quality specifications of Section 1 of Article V hereof. 


ARTICLE II - CONDITIONS 


¥. Before The Project can be constructed and operated, all permits, 
certificates, and other authorizations required under applicable laws and reg- 
diacobseiiN be obtained. Buyer represents that Buyer and the other parti- 
cipants in The Project will use diligent efforts to procure such authorizations. 
Buyer shall notify Seller in writing within thirty (30) days after each such 
authorization, in form acceptable to the participants, has been obtained, and 
furnish Seller a copy of such authorization. If such authorization contains con- 
ditions that would preclude Buyer from fully performing this Contract in accord- 
ance with its terms, Seller may within thirty (30) days after receipt of Buyer's 
notice give Buyer written notice of intention to terminate this Contract, stating 
in said notice the particular grounds of objection to the authorization; and unless 
Buyer shall promptly cause an application for rehearing to be made and such 
rehearing shall result in the authorization being modified so as to meet Seller's 
objection, then this Contract shall terminate. In the event that on or before the 
expiration of fifteen (15) months from the date hereof all necessary authoriz- 
ations in form acceptable to the participants from the governmental authorities 
of the Province of Alberta shall not have been cbtained, Seller may terminate 
this Contract by written notice to Buyer within sixty (60) days thereafter, and 


in the event that on or before the expiration of twenty-four (24) months from the 
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date hereof all other necessary authorizations, in form acceptable to the 


participants, shall not have been obtained, Seller may at any time there- 
after give Buyer sixty (60) days written notice of its intention to terminate 
this Contract and, unless prior to the expiration of said sixty (60) day period 
all of said authorizations shall have been obtained, this Contract shall term- 
inate at the end of said sixty (60) day period. 

os Buyer represents that immediately upon all such authorizations 
being obtained by the participants, they will proceed with due diligence to 
construct The Project, and Seller agrees that it will proceed with due dili- 
gence to drill and develop Seller's lands and construct Seller's facilities. 
Each party hereto will use its best efforts to the end that The Project may 
be placed in operation by 30 November 1960. In the event Seller is capable 
of delivering into The Project the quantity of gas required hereunder by 
30 June 1961, or the expiration of thirty (30) months after all such author- 
izations have been obtained, whichever is the later, then, eee excused 
by Article XII hereof, Buyer shall thereafter pay for the quantity of gas it 
is obligated hereunder to take, or pay for if it does not take. 
ARTICLE IN - RESERVATIONS OF SELLER 

os Seller hereby expressly reserves to itself the following rights, 
namely: to operate its properties, free from any control by Buyer, in such 
manner as Seller in its sole discretion may deem advisable, including, but 
not so as to restrict the generality of the foregoing, the right to determine 


when and where any additional well will be drilled, or when and whether any 
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well will be reworked or recompleted, or when and whether any of Seller's 


leases or gas wells cannot or has ceased to produce gas in paying quantities 
and is to be released or abandoned; to determine the manner in which the 
quantities of gas to be delivered hereunder shall be allocated to and produced 
by Seller from the respective gas wells of Seller on Seller's lands; to deliver 
to the persons entitled thereto the quantities of gas which such persons have 
reserved and are entitled to take in kind from Seller's lands; and to assign or 
farm out, subject to this Contract, any of Seller's leases. 

Dre Seller reserves to itself quantities of gas which may be required 
for the development and operation of Seller's lands for the production of 
petroleum and natural gas, including but not limited to, gas for gas lift oper- 
ations and return to reservoir so long as such gas lift operations and return 
to reservoir do not interfere with Seller's ability to deliver the quantity of 
gas required hereunder. Seller also reserves to itself sufficient quantities 
of gas for the operation of separator equipment, gasoline, and other extraction 
plants, compressor stations, and other facilities for the processing or handling 
of the gas to be delivered hereunder and the products extracted therefrom. 

cm Seller may extract or permit the eeancd of non-hydrocarbons 
and hydrocarbons other than methane from the gas to be delivered hereunder, 
and shall have the right to remove such methane as is necessarily removed 
from the gas in recovering other constituents; provided that Seller by such 
processing shail not reduce the gross heating value per cubic foot below one 


thousand (1000) BTUs unless required to do so to render the gas capable of 
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meeting the quality specifications set forth in Article V hereof. 

4. Seller may unitize any of Seller's leases in said field and may 
participate in any oil or gas proration, conservation, ratable caidas or 
other similar program, provided that in the event Seller's leases are 
unitized with other properties in said field this Contract will cover Seller's 
interest in the unit derived from such leases and the gas attributable there- 
to, and provided further that in the event such unitization or other such pro- 
gram is entered into voluntarily by Seller, it shall use its best efforts to 
protect Buyer's rights hereunder and to prevent an appreciable reduction 
or postponement in the delivery to Buyer of the quantities of gas set forth 
in Article IV hereof. 

a Seller shall not be required by the provisions hereof to produce 
any well in excess of its allowable rate of flow as fixed by law or regulatory 
bodies, or in excess of its maximum efficient rate of flow as determined by 
Seller, or in excess of the current rate of production permitted Seller under 
the terms of applicable operating agreements in the case of a well jointly 
operated with other parties, whichever is the smallest quantity. 

6. For the period prior to the date on which The Project is placed 
in operation and for periods during which Buyer is prevented from taking 
delivery of gas hereunder by any of the causes mentioned in Article XII, 
Seller shall have the right to sell and deliver gas to others in such quantities 
as may be necessary to prevent the flaring of gas or the termination of any 


of Seller's leases by reason of non-production. 
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ARTICLE IV - QUANTITY OF GAS 

i Seller estimates that its presently proven and probable reserves 
are equal to a volume of not less than 10,000 Mcf per day for a 
twenty-five (25) year period. The Daily Contract Quantity which is subject 
to increase or decrease from time to time pursuant to the provisions of this 
Contract is initially 10,000 Mcf per day. Subject to the terms and 
conditions of this Contract, Seller agrees to sell and deliver gas to Buyer 
at the point of delivery referred to in Article VIII, when and as requested 
by Buyer, and Buyer agrees to purchase gas from Seller as follows: 

(i) In the event that the date of first delivery hereunder is prior 
to 30 June 1961, for the period from the date of first delivery to 30 June 
1961, Seller shall use its best efforts to deliver each day to Buyer the vol- 
ume of gas requested by Buyer up to one hundred and twenty percent (120%) 
of the Daily Contract Quantity and Buyer shall, during said period, use its 
best efforts to take an average daily volume equal to ninety percent (90%) 
of the Daily Contract Quantity. 

(ii) For the period beginning on 1 July 1961 or, if it be later, 
the date of first delivery hereunder, but in no event later than the expira- 
tion of thirty (30) months after all authorizations referred to in Article II 
have been obtained, and ending the next succeeding June 30, and each con- 
tract year thereafter for the remainder of the term hereof, Seller shall 
deliver each day to Buyer the volumes of gas requested by Buyer up to one 


hundred and twenty percent (120%) of the Daily Contract Quantity; and Buyer 


10/16 


shall take during each contract year, if available hereunder, or pay for, if 
available and not taken hereunder, a minimum average daily volume equal 
to ninety percent (90%) of the Daily Contract Quantity; provided, however, 
that Buyer shall take, if available hereunder, not less than a minimum aver- 
age daily volume equal to eighty percent (80%) of the Daily Contract Quantity 
during each month and a minimum volume equal to seventy-five percent (75%) 
of the Daily Contract Quantity on each and every day. 

ie In the event that by 1 July 1959 the available reserves, as agreed 
to by Seller and Buyer or, of they are unable to agree, as determined by a 
Consultant selected in accordance with the provisions of Section 2 of Article 
XIV, are equal to a volume of not less than one hundred and twenty-five per- 
cent (125%) of the initial Daily Contract Quantity per day for a twenty-five 
(25) year period, and Seller elects to develop additional deliverability for such 
reserves then, subject to the obtaining of all necessary permits, certificates 
and other authorizations, Buyer and Seller agree to increase the initial Daily 
Contract Quantity by twenty-five percent (25%), effective 1 July 1962; provid- 
ed, further, that if by 1 July 1960 the said reserves, as agreed to or deter- 
mined as aforesaid, are equal to a volume of not less than one hundred and 
fifty percent (150%) of the initial Daily Contract Quantity per day for a twenty- 
five (25) year period and Seller elects to develop additional deliverability for 
such reserves, the initial Daily Contract Quantity, subject to obtaining all 
necessary permits, certificates and other authorizations, will be increased 
by fifty percent (50%), effective 1 July 1963. 


oe Seller agrees that Seller's facilities and the number of wells which 
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Seller drills initially, and from time to time thereafter, shall be sufficient, 
with reasonable allowance for anticipated decreases in deliverability for any 
cause, including pressure decline, to enable it to deliver one hundred and 
twenty percent (120%) of the initial Daily Contract Quantity not later than the 
date The Project is ready for operation, and one hundred and twenty percent 
(120%) of the Daily Contract Quantity, as it may exist from time to time, 
thereafter; provided, however, that Seller shall not be reyuired to carry its 
overall development program beyond what the Seller considers to be the 
economic limits. 

4, If Buyer fails to take an average daily quantity equal to ninety per- 
ner (90%) of the Daily Contract Quantity for any period specified in Subsectioz 
(ii) of Section 1 of this Article, Buyer shall have the right during the next two 
succeeding contract years after it has taken an average daily quantity equal to 
ninety percent (90%) of the Daily Contract Quantity during each such year, to 
take without further payment a quantity of gas up to the quantity paid for but 
not taken, but not to exceed on any one day, unless Seller consents thereto, a 
total volume greater than one hundred and twenty percent (120%) of the Daily 
Contract Quantity. 

55 If Seller fails for any twenty (20) days during any month to deliver 
to Buyer the daily quantity of gas requested by Buyer up to one hundred and 
twenty percent (120%) of the Daily Contract Quantity (Buyer being ready, able 
and willing to take and pay for such quantity of gas) Buyer may notify Seller 


in writing of such failure or failures. Seller shail have such time as may be 
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necessary, but in no event more than six (6) months from the date of receipt 
by Seller of Buyer's notice, in which to restore its ability to deliver such 
quantity, during which period the Daily Contract Quantity shall be reduced 
temporarily to a volume equal to eighty-three and one-third percent (83-1/3%) 
of the average daily volume of gas Seller delivered to Buyer during the twenty 
(20) days on which Buyer's notice was based. In the event Seller's attempts 
to restore its ability to deliver one hundred and twenty percent (120%) of the 
Daily Contract Quantity in effect prior to such notice are unsuccessful, as 
evidenced by Seller's failure to deliver such quantity on each day of a thirty 
(30) consecutive day test conducted by Seller and Buyer for the thirty (30) 

day period commencing on the day following the end of said six (6) months 
period, or at such earlier time as Seller may request, Buyer shall have the 
right to reduce the Daily Contract Quantity to a volume equal to eighty-three 
and one-third percent (83-1/3%) of the average daily volume of gas Seller de- 
livered to Buyer during the last fifteen (15) days of said delivery test. 

Gt If in any contract year there are in eae two or more volumes 
representing the Daily Contract Quantity, then Buyer's minimum obligation 
for such contract year to pay for gas, whether or not taken, shall be based 
upon the sum of the products of ninety percent (90%) of each such volume and 


the number of days each such volume was in effect. 


ARTICLE V - QUALITY OF GAS 


ly The gas delivered hereunder shall be merchantable gas, at alltimes 


complying with the following quality requirements: 


ll 
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(i) Heating Value: The gas delivered hereunder shall have a 
gross heating value of not less than nine hundred and seventy-five (975) 
BTUs per cubic foot, but, with the consent of Buyer, gas at a lower gross 
heating value may be delivered. 

(ii) Freedom from Objectionable Matter: The gas delivered by 
Seller hereunder: 

(a) Shall be commercially free from sand, dust, gums, crude oil, 
impurities and other objectionable substances which may be injurious to 
pipe lines or which may interfere with its transmission through pipe lines 
or its commercial utilization. 

(b) Shall not have a hydrocarbon dew-point in excess of fifteen de- 
grees (15°) Fahrenheit at pressures up to eight hundred (800) pounds per 
Square inch gauge. 

(c) Shall not contain more than one (1) grain of hydrogen sulphide 
per one hundred (100) cubic feet. 

(d) Shall not contain more than ten (10) grains of total sulphur per 
one hundred (100) cubic feet. 

(e) Shall not contain more than two percent (2%) by volume of carbon 
dioxide. 

(f) Shall not contain more than four (4) pounds of water vapor per 
one million (1,000,000) cubic feet. 

(g) Shall not exceed one hundred and ten degrees (110°) Fahrenheit 
in temperature at the point of delivery. 


(hh) Shall be as free of oxygenas Seller can keep it through the 
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exercise -of all reasonable precautions, and ‘shall not in any event contain 
more than four-tenths of one percent (0.4%) by volume of oxygen. 

a. Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made 
by Seller, at Seller's expense, by approved standard methods in general 
use in the gas industry, and the water vapor content of such gas shall be 
determined by Seller, at Seller's expense, by the use of a dew-point appar- 
atus approved by Buyer and Seller. Tests shall be made by Seller frequently 
enough to assure that the gas is conforming continuously to the quality require- 
ments. Buyer shall have the right to require Seller to remedy any deficiency 
of the gas in quality and, in the event such deficiency is not remedied, the 
right, in addition to all other remedies available to it by law, to require Seller 
to discontinue deliveries hereunder until such deficiency is remedied. If Seller 
is unable to remedy the deficiency, Buyer shall have the right to reduce the 
Daily Contract Quantity, as provided in Article IV, to eighty-three and one- 
third percent (83-1/3%) of the volume which the Seller can deliver in conform- 


ity with the quality requirements hereof. 


ARTICLE VI - MEASUREMENT 


ls Unit of Measurement: The unit of volume for purposes of measure- 
ment hereunder, except for gross heating value, shall be one (1) cubic foot 
of gas at a temperature of sixty degrees (60°) Fahrenheit and at a pressure 
of fourteen and seventy-three one-hundredths (14.73) pounds per square inch 


absolute. For: purposes of measurement the atmospheric pressure at the 
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point of measurement hereunder shall be assumed to be constant at thirteen 
and seventeen one-hundredths (13.17) pounds per square inch absolute. 

ce Sales Unit: The sales unit of the gas delivered hereunder shall be 
one thousand (1000) cubic feet. 

Cie Method of Measurement: All measuring equipment, devices and 
materials required in this Article shall be installed, maintained, and operated, 
or furnished, by Buyer at Buyer's expense. Seller may install and operate 
check measuring equipment provided it does not interfere with the use of Buyer's 
equipment. In determining the volumes of gas delivered by Seller to Buyer at 
the point of delivery the following practices shall prevail: 

(i) Metering: The gas shall be metered by one or more orifice 
meters installed and maintained, and volumes shall be measured (except for 
correction for deviation from Boyle's Law), in accordance with the methods 
prescribed in "Orifice Metering of Natural Gas'', Gas Measurement Committee 
Report No. 3, of the American Gas Association, including the Appendix thereto, 
as published April 1955 or any subsequent revision thereof acceptable to Buyer 
and Seller. Correction shall be made for deviation of the gas from Boyle's 
Law at the pressure and temperature at which the gas is metered. To deter- 
mine the factors for such correction a quantitative analysis of the gas shall be 
made at reasonable intervals with such apparatus as shall be agreed upon by 
Buyer and Seller, and such factors shall be obtained from data contained in 
'Supercompressibility Factors for Natural Gas", Volumes 1 through 6, in- 


clusive, or in ''Tables for the Determination of Supercompressibility Factors 


14 
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for Natural Gas containing Nitrogen and/or Carbon Dioxide", Volume 7 , as 
published by the American Gas Association in 1955, or any subsequent revision 
thereof acceptable to Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific gravity of the 
gas being metered shall be made by Buyer in accordance with the American 
Petroleum Institute's Recommended Practice 50A dated April 1953, or any 
subsequent revision thereof acceptable to Buyer and Seller, The gas samples 
to be tested shall be representative of the gas being metered at the time such 
samples are taken and may be either spot samples or samples taken over a 
period of time. Samples shall be taken at reasonable intervals by Buyer, 
provided that Buyer shall take additional samples when requested by Seller so 
todo. The specific gravity determined by any test shall apply to the gas 
metered from the date the spot sample was taken or from the commencement 
date of a sample taken over a period of time, as the case may be, until the next 
test. | 

(iii) Temperature: The flowing temperature of the gas being meter- 
ed shall be determined by means of a recording thermometer of a type accept- 
able to Buyer and Seller, installed and maintained by Buyer in accordance with 
the specifications set forth in said Gas Measurement Committee Report No. 3. 
The arithmetical average of readings each day shall be deemed the gas temper- 
ature and used in computing the volume of gas metered during such day. 

(iv) Correction and Adjustment: If at any time any of the measuring 


equipment is registering inaccurately by an amount exceeding two percent (2%) 
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at a reading corresponding to the average hourly rate of flow since the last 
preceding test, the previous readings of such equipment shall be corrected 
to zero error for any period definitely known or agreed upon, or if not so 
known or agreed upon, for a period of sixteen(16) days or one-half (1/2) 
of the elapsed time since the last test, whichever is shorter. If the 
measuring equipment is out of service, the volume of gas delivered dur ing 
such period shall be determined: 

(a) by using the data recorded by any check measuring equipment 
accurately registering; or 

(b) if such check measuring equipment is not registering accurately 
but the percentage of error is ascertainable by a calibration test, by using 
the data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above can be used, 
by estimating the quantity delivered, by reference to deliveries under simi- 
lar conditions during a period when the equipment was registering accurately. 
No correction shall be made in the recorded volumes of gas delivered for in- 
accuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is comm ingled 
with gas of other producers in said Field at the point of delivery, the pract- 
ices set forth in the preceding Subsections of this Section 3 shall be applicable 
to the said commingled gas and Seller shall cause the operator of the process - 
ing plant to advise Buyer as to how the commingled gas taken by Buyer at such 


point shall be allocated between Seller and such other producers. 
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4. Heating Value: Tests to determine the gross heating value of gas 
delivered shall be made by Buyer utilizing a Cutler-Hammer recording 
calorimeter, or the equivalent, operated and maintained in accordance with 
General Order No. 58B, "Standards of Calorimetry for Gaseous Fuels", 
approved December 28, 1955 by the Public Utilities Commission of the State 
of California, or any subsequent revision thereof acceptable to Buyer and 
Seller. The gas samples to be tested shall be representative of the gas 
delivered at the time such samples are taken and may be either spot samples 
or samples taken over a period of time. Samples shall be taken at reason- 
able intervals by Buyer, provided that Buyer shall take additional samples 
when requested by Seller sotodo. The gross heating value determined by 
any test shall apply to the gas delivered from the date the spot sample was 
taken or from the commencement date of a sample taken over a period of 
time, as the case may be, until the next test. The gross heating value per 
cubic foot of gas delivered shall be determined for any month by taking the 
arithmetical average of the daily heating values as determined in accord- 
ance with this Section 4. 

ARTICLE VII - MEASURING AND TESTING EQUIPMENT 

pe Testing Meter Equipment: The accuracy of Buyer's measuring 
equipment shall be verified by test, using means and methods acceptable to 
Seller, at least once each month and at other times upon request of Buyer or 
Seller. Notice of the time and nature of each test shall be given by Buyer 


to Seller sufficiently in advance to permit convenient arrangement for Seller's 
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representative to be present. Tests and adjustments shall be made in the 
presence of and observed by a representative of Seller, if present, and if 
any of the measuring equipment is found to be registering inaccurately in 
any percentage, it shall be adjusted at once to read as accurately as possible. 
If, after notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. All 
tests of such measuring equipment shall be made at Buyer's expense, except 
that Seller shall bear the expense of tests made at its request if the inaccur- 
acy is found to be two percent (2%) or less. 


cs Inspection of Equipment: Buyer and Seller shall have the right to 


‘inspect equipment installed or furnished by the other, and the charts and 


other measurement or test data of the other, at all times during business 
hours; but the reading, calibration and adjustment of such equipment and 
changing of charts shall be done only by the party installing and furnishing 
same. Unless the parties otherwise agree, each party shall preserve all 
original test data, charts and other similar records in such party's possess- 


ion for a period of at least six (6) years. 


ARTICLE VII - DELIVERY PRESSURE AND POINT OF DELIVERY 
Ce Se at attic atte ee! op aieesaiahandiiocesdstcaDi ony al dledech ioe sindesirlioe iM tll tits cdi nica Bessette stoy ed 


l, The delivery pressure of the gas delivered hereunder shall be any 
pressure required by Buyer not in excess of nine hundred (900) pounds per 
square inch. Inthe event that compression facilities are required to bring 
such gas to the pressure required by Buyer under this Section, then Seller 


shall have the option of installing such facilities, and in the event that Seller 
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does not desire to install such facilities, then Buyer shall have the right to 
do so, Inthe event that both Buyer and Seller elect not to install compression 
facilities, then the Daily Contract Quantity shall be reduced to a volume equal 
to eighty-three and one-third percent (83 1/3%) of the daily quantity of gas 
Seller is then capable of delivering to Buyer at such delivery pressure. If 
Buyer requests gas at a pressure higher than herein provided and Seller is 
willing and able to maintain such higher pressure, then Seller shall be com pen- 
sated for such higher pressure at a rate agreed upon between Buyer and Seller. 

2. The point of delivery of all gas delivered hereunder shall be where 
such gas leaves Seller's facilities and enters Buyer's facilities at a central 
point in the field or at the outlet of the plant where Seller's gas is processed. 

ae Title to all gas delivered hereunder shall pass from Seller to Buyer 
at the point of delivery. Until passage of title Seller shall be deemed to be in 
control and possession of and be responsible for such gas, and thereafter 
Buyer shall be deemed to be in control and possession of and be responsible 
for such gas, 
ARTICLE IX - TERM OF CONTRACT 

Subject to the other provisions hereof, this Contract shall be effect- 

ive from the date hereof and shall continue for a period of twenty-five (25) 
contract years or until the expiration of Buyer's authorization to remove gas 


purchased hereunder from the Province of Alberta, whichever first occurs. 


ARTICLE X - PRICE 


Ls (i) The prices to be paid by Buyer for gas delivered hereunder or 
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required to be paid for if tendered and not taken, during the following respect - 
ive periods, unless changed as hereinafter provided, shall be as follows: 
Period Price 
From the date of initial delivery through 


piuners0 yy LO6L tole eae oe Ne Se 13.50¢ per Mcf 
From July 1, 1961 through June 30, 1962 ... 14.50¢ per Mcf 


From July 1, 1962 through June 30, 1963 . , . 15.25¢ per Mcf 
From July 1, 1963 through June 30, 1964 ... 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965 ... 16.25¢ per Mcf 
From July 1, 1965 through June 30, 1966 ... 16.50¢ per Mcf 
From July 1, 1966 through June 30, 1967 ... 16.75¢ per Mcf 
From July 1, 1967 through June 30, 1968 ... 17.00¢ per Mcf 
From July 1, 1968 through June 30, 1973... 17.25¢ per Mcf 
From July 1, 1973 through June 30, 1978 . . . 18.50¢ per Mcf 
1, 


From July 1978 through June 30, 1983 ... 19.75¢ per Mef 
From July 1, 1983 and thereafter during 
the term hereof. ...., ees 2) «nue eee OUl per Mice 
The foregoing prices are expressed in Canadian currency, 
(ii) Buyer and Seller shall endeavor to renegotiate the prices to be 
paid pursuant to this Contract for the pricing period commencing on July l, 
1968 and at each five year interval thereafter during the term of this Contract. 
(iii) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the manner 
in which negotiations are proceeding, then such party shall have the right to 
refer the matter to arbitration in accordance with Article AV, and the arbitrat- 
ors shall have the responsibility of determining fair market prices and the 
effective date thereof. 
Regardless of anything herein elsewhere contained, any prices fixed 


by renegotiation or by arbitration shall in no event be effective earlier than the 


first day of such pricing period or be lower than the prices set forth in Subsection 
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(i) of this Section 1, 

rae The prices stated in Subsection (i) of Section 1 of this Article X 
shall be applicable to gas delivered hereunder for any month with a gross 
heating value per cubic foot of gas of no more than one thousand and twenty- 
five (1025) BTUs and no less than one thousand (1000) BTUs. If the gross 
heating value per cubic foot of gas delivered hereunder for any month is 
less than one thousand (1000) BTUs or more than one thousand and twenty~- 
five (1025) BTUs, the price of such gas shall be the product of the price 
stated in Subsection (i) of Section 1 of this Article X and the applicable 


multiplier selected from the following table: 


BTU Content Multiplier 
For gas with a BTU content of less than 975 to 950 inclusive vou 
For gas with a BTU content of less than 1000 to 975 inclusive rae te) 
For gas with a BTU content of more than 1025 to 1050 inclusive 1.025 
For gas with a BTU content of more than 1050 to 1075 inclusive L050 
For gas with a BTU content of more than 1075 to 1100 inclusive Ea Oe ga 
For gas with a BTU content of more than 1100 to 1125 inclusive I. 100 
For gas with a BTU content of more than 1125 Dee 
Be If at any time during the term of this Contract any new or increased 


occupation, production, severance or sales tax or taxes of similar nature 

or equivalent in effect (not including income, capital stock, franchise or 
property taxes), other than or in excess of a tax prevailing as of the date 

hereof, shall be imposed “uy any lawful authority on the gas delivered to Buyer 
pursuant to this Contract or on or in respect to the production thereof, or on the 
sale thereof, so that Seller shall be required to pay such increase either directly 


or indirectly, Buyer shall, subject to the conditions hereinafter set forth, pay to 
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Seller one-half (1/2) of such new taxes or one-half (1/2) of any such increase 
intaxes. Incase any such reimbursement of taxes is to be made, Seller shall 
notify Buyer immediately and shall within ninety (90) days prepare and submit 
to Buyer a statement setting forth the amount of such new or additional taxes 
that it has paid, and within thirty (30) days after submission of such statement 
Buyer shall reimburse Seller to the extent of one-half (1/2) of such new or 
additional taxes as herein defined which Seller shall have so paid. 

4. Notwithstanding any provision of this Contract to the contrary, if in 
order to comply with or by reason of any present or future law, rule, regulat- 
ion or order of any governmental authority having jurisdiction, the basis or 
method of measurement of gas delivered hereunder is changed, then the price 
per Mcf for gas purchased hereunder shall be adjusted so that Seller will re- 
ceive the same total payment as would have been received had no such change 
in the basis or method of measurement been made. 

>. On or before August 15th of each year of the term hereof, commenc- 
ing with the year 1968, Buyer will give written notice to Seller stating therein 
the weighted average of Buyer's cost per Mcf of gas purchased (including gas 
paid for but not taken) for the contract year ending on the immediately preced- 
ing June 30th, from gas producers delivering gas to Buyer or Buyer's nominee, 
from fields other than oil fields located in whole or in part within the Province 
of Alberta. In the event such weighted average of Buyer's cost per Mcf is 
greater than the price per Mcf payable to Seller under the provisions of this 


Contract other than the provisions of this Section 5 for gas deliverable to Buyer 
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» hereunder for any month during the twelve (12) months period commencing on 
the next following November lst, Buyer will increase the price per Mcf pay~ 
able to Seller for gas delivered hereunder during such month by an amount 
equal to the difference between such weighted average of Buyer's cost per Mcf 
and such price per Mcf payable to Seller under the provisions of this Contract 
other than the provisions of this Section 5. The term ''Cost per Mcf'' as used 
herein shall mean the purchase price per Mcf, plus the amount per Mcf, if 
any, paid by Buyer to a producer for the kind of taxes included in Section 3 of 
this Article paid or payable by the producer, and such purchase price per Mcf 
shall be determined with respect to such other purchases on the same basis of 


quality (including BTU content), measurement, and terms and conditions of 


»y delivery as provided for gas delivered hereunder. 
6. Currency Adjustment: 


(i) During any month in which the arithmetical average of the daily 
exchange rate of Canadian currency and United States currency as published 
at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern Daylight 
Time, as the case may be, by = Bank of Canada at the City of Ottawa, is not 
more than One Hundred and Five (105) United States Cents or not less than 
Ninety-five (95) United States Cents for One (1) Canadian Dollar, then the total 
quantity of gas delivered by the Seller to the Buyer in such month shall be cone 
sidered sold and purchased at the prices provided for herein in Canadian 
currency. 


’ (ii) During any month in which the average exchange rate determined 


fe) 
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Yy as provided in Subsection (i) above is in excess of One Hundred and Five (105) 
United States Cents and is not more than One Hundred and Ten (110) United 
States Cents for One (1) Canadian Dollar, or is less than Ninety-five (95) 
United States Cents but not less than Ninety (90) United States Cents for One 
(1) Canadian Dollar, then the total quantity of gas delivered by the Seller to 
the Buyer in such month, subject to the provisions of Subsection (v) of this 
Section 6, shall be considered sold and purchased at the price in Canadian 
currency calculated as follows: 
pO Di Pe = price payable in Canadian currency during the month; 


C = the volume of gas sold out of The Project during such 
month to purchasers for use in Canada; 


US = the volume of gas sold out of The Project during such 
»y month to purchasers for use in the United States; 
= ./) price’ in the Contract: 
ko = the average exchange rate during such month determin- 
ed in accordance with the provisions of Subsection (i) 
above; 
THEN: In case such average exchange rate exceeds One Hundred and 


Five (105) United States Cents for One (1) Canadian Dollar: 


Gael oe. sg ee) + Pras xt ake ae ay) 
(C +#U (Ge US re 


In case such average exchange rate is less than Ninety-five 
(95) United States Cents for One (1) Canadian Dollar: 


Pen i. of. 2 ae ae te Pe Ipere lee ee ae 
(Cc + US ) (C~ US E ) 


(iii) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
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States Cents for One (1) Canadian Dollar for less than three (3) consecutive 
months, the price payable by Buyer to Seller for gas delivered hereunder dur- 
ing such months shall be adjusted in accordance with the applicable formula 
set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Ninety (90) United States Cents, respectively, as 
the case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for at least three (3) consecutive 
months, then the currency adjustment formula to be used for such months 
and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however, that pending completion of 
such renegotiation the price payable by Buyer to Seller shall be calculated 
in accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6. The currency adjustment formula agreed upon in such renegot- 
iation shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Canadian Dollar, and the pay- 
ments between Buyer and Seller shall be adjusted accordingly. If the parties 
are unable to agree upon a currency adjustment formula within six (6) months 
then either party shall have the right to have the currency adjustment formula 
applicable during such period determined by arbitration in accordance with 


Article XV. 
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(v) In no event shall the value of 'Pc'' as calculated under the pro- 
visions of Subsections (ii), (iii), and (iv) (for the period pending renegotiation 
as provided therein) of this Section 6 exceed or be less than the value of i ata 
as the case may be, by more than One (1) Cent per Mcf. 
ARTICLE XI - BILLINGS AND PAYMENTS 

Ig Buyer shall render to Seller on or before the fifteenth day of each 

month a statement as to the amount of gas delivered by Seller during the 
month preceding. Seller shall render an eis theceia: as soon as practic- 
able after receipt of said statement. Unless objected to by either party with- 
in thirty (30) days after either the receipt by Seller of said statement, or, if 
during said thirty (30) day period Seller has requested the related meter charts, 
after the receipt of such charts, said statement shall be accepted by both parties 
as COYrrect. Buyer agrees to make payment (in Canadian currency) to Seller 
on or before the twenty-fifth day of such month or the tenth day after receipt of 
Seller's invoice, whichever shall occur later. Should Buyer fail to pay any 
amount due to Seller by the due date, interest thereon shall accrue at the rate 
of six percent (6%) per annum from such date until paid; and if such failure to 
pay continues for sixty (60) days, Seller thereafter may suspend deliveries of 
gas hereunder and if such failure continues for thirty (30) additional days, 
Seller thereafter may, in addition to any other rights Seller may have, terminate 
this Contract; provided, however, in order for Seller to have the right to sus- 
pend deliveries or terminate this Contract, Seller must first have notified Buyer 


in writing fifteen (15) days prior to exercising either or both of such rights of its 
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intent to do so and give Buyer the right to pay the amount so due to Seller with~ 
in such fifteen (15) day period. Either Buyer or Seller may submit to arbitrat- 
ion in accordance with Article XV any dispute as to the amount due Seller for gas 
delivered hereunder; and pending the arbitrators' award Seller's remedies here 
inabove provided shall be suspended as to the amount in controversy. 

ya If. by reason of the provisions of Article IV hereof that Buyer shall 
pay Seller for an average daily volume equal to ninety percent (90%) of the 
Daily Contract Quantity during each contract year, whether taken or not, a pay- 
ment for gas not taken shall be due Seller from Buyer, such payment shall be 
made to Seller within sixty (60) days after the end of the contract year for which 
such payment shall be due. Said payment shall be based on the price in effect 
on the last day of said year. The provisions of Section 1 of this Article as to 
non-payment shall be applicable to this Section 2, 

Bi. All calculations with respect to the price per Mcf of gas shall be 
carried to five significant figures and the price per Mcf as so calculated round- 
ed to the nearest one-hundredth (1/100th) of a cent. 

ARTICLE XIl- FORCE MAJEURE 

mn If either party to this Contract shall fail to perform any obligation 
hereby imposed upon it and such failure shall be caused, or materially contri- 
buted to, by any acts of God, strikes, lockouts, or other industrial disturbances , 
acts of the Queen's enemies, sabotage, wars, blockades, insurrections, riots, 
epidemics, landslides, lightning, earthquakes, floods, storms, fires, washouts, 


arrests and restraints of rulers and peoples, civil disturbances, explosions, 
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= breakage of or accident to machinery or lines of pipe, hydrate obstructions of 
» | 
lines of pipe, temporary failure of gas supply, freezing of wells or delivery 
facilities, well ie eens craterings, inability to obtain pipe, materials or 
equipment including those necessary for The Project, the prder of any court 
or governmental Seen which has been resisted in good faith by all reaspn- 
able legal means, any act or omission (including failure to take gas) of a 
purchaser of gas from Buyer, of a transporter of gas to Buyer, or of a trans-~- 
porter of gas purchased by Buyer, which is occasioned by any event or occur- 
ence of the character described in this Article XII as constituting force majeure, 
or any other cause, whether of the kind herein enumerated or otherwise, not 
within the control of the party invoking this Article and which by the exercise 


of due diligence such party could not have prevented, or shall be occasioned by 


the necessity for making repairs to or reconditioning wells, machinery, equip- 
ment, or pipelines » not resulting from the fault or negligence of such party, 
such failure shall not be deemed to be a breach of the obligation of such party 
hereunder, but such party shall use reasonable diligence to put itself again in 

a position to carry out its obligations hereunder. The foregoing provision shall 
be construed so as to reduce Buyer's obligation to pay for gas, whether or not 
taken, by an amount proportionate to the quantity of gas Buyer shall be unable to 
take in any contract year as a consequence of any of the aforementioned causes. 
Nothing contained herein shall be construed to require either party to settle a 
strike or lockout by acceding against its judgment to the demands of opposing 


parties. 
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2a No such cause affecting the performance of this Contract by either 
party shall continue to relieve such party from its obligation after the expir- 
ation of a reasonable period of time within which by the use of due diligence 
such party could have remedied the situation preventing its performance, nor 
shall any such cause relieve either party from its obligation to make payment 
of amounts then due hereunder, nor shall any such cause relieve either party 
from its obligation unless such party shall give notice thereof in writing to the 
other party with reasonable promptness, and like notice shall be given upon 
termination of such cause. 
ARTICLE Xxlll - WARRANTY OF TITLE AND RESPONSIBILITY OF SELLER 

Seller represents and warrants that it has full right and authority to 

enter into this Contract, that, subject to unavoidable failure of title and to the 
applicable laws, rules and regulations, Seller's leases are in full force and 
effect and are capable of being maintained and will be maintained by Seller in 
full force and effect for as long as in Seller's opinion gas can be produced 
therefrom in paying quantities, that Seller has title to the gas to be sold and 
delivered hereunder and that all such gas is owned and will be delivered by 
Seller free from all liens and adverse claims, including liens to secure pay= 
ment of any eats Seller shall at all times have the obligation to make 
settlements for all royalties and overriding royalties due and payments to the 
mineral and royalty owners under Seller's eee and other documents, as may 


appear of record or otherwise be binding upon Seller, and in accordance with 


the terms of the respective leases and other documents, and to make settlements 
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with all other persons having any interest in the gas sold hereunder. Seller 
agrees to indemnify Buyer and save it harmless from all suits, actions, debts, 
accounts, damages, costs, losses, liabilities and expenses arising from or 

out of claims of any or all persons to said gas or to royalties, taxes, or other 
charges thereon which attach before the title passes to Buyer or which may be 
levied and assessed upon the sale thereof to Buyer. In the event of any ad- 
verse claim of any character whatsoever being asserted in respect to any of 
said gas, Buyer may retain, as security for the performance of Seller's obli- 
gations with respect to such claim under this Section, the purchase price there- 
of up to the amount of such claim, without incurring liability for interest, until 
such claim has been finally determined or until Seller shall have furnished 
bond to Buyer conditioned for the protection of Buyer with respect to such claim, 
ARTICLE XIV - RESERVES OF SELLER 

Me Seller dedicates exclusively to the performance of this Contract all 
its reserves and Seller agrees to make available to Buyer therefrom sufficient 
gas to ensure performance of this Contract. 

Es Commencing in the year 1963, prior to July 1 of said year and of 
each odd numbered year thereafter during the term hereof, Seller and Buyer 
will conduct a joint study of Seller's reserves dedicated hereto and the deliver- 
ability therefrom to determine whether or not Seller is capable of performance 
of this Contract, and, if capable, whether Seller has dedicated to its perfor- 
mance reserves in excess of those required for performance of this Contract. 


In the event Seller and Buyer are unable to agree upon the amount of reserves 
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dedicated hereto or the deliverability therefrom, or both, a qualified inde- 
pendent consulting engineer or firm (herein referred to as ''Consultant") 
shall be selected by the parties in the following manner to determine the 
matter in question. Seller and Buyer shall immediately exchange lists 
each containing in the order of preference the names of not less than five 
acceptable Consultants. The name appearing highest in the order of pref- 
erence on both such lists shall be employed by the parties as the Consultant. 
In the event that there is no name in common to both such lists, or that there 
are two names accorded equally high preference (considering their respect- 
ive positions on both lists), then the Consultant shall be selected by lot from 
among said two names accorded equally high preference, or, if there be no 
such names, from among the first names on each list. The Consultant so 
employed shall determine the matter in question as soon as feasible. ihe 
determination of the Consultant shall be final and binding on the parties, and 
the parties shall abide thereby. The fees and expenses of such Consultant 
shall be paid in equal proportions by the Buyer and Seller. 

oi (i) Inthe event it is determined by the parties or the Consultant 
that reserves are sufficient, but deliverability is insufficient, Seller shall 
proceed with such additional development as may be necessary from time to 
time to comply with Section 3 of Article IV. In the event Seller shall fail 
within six (6) months ore and after such determination to complete such 
additional development as may be necessary to comply with Section 3 of Article 


IV, Buyer shall have the right to reduce the Daily Contract Quantity to eighty- 
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three and one-third percent (83-1/3%) of the deliverability. 

(ii) In the event it is determined by the parties or the Consultant 
that deliverability is sufficient but reserves are insufficient, then Seller 
shall, within six (6) months from and after such determination, make avail- 
able and dedicate to this Contract such additional uncommitted reserves as 
it may have o in the exercise of its sole discretion may acquire, as may be 
necessary to make up the deficiency in reserves and which are economically 
produci ble and available at a point of delivery satisfactory to Buyer, In 
the event Seller shall fail to make available the additional reserves necessary 
to make up such deficiency, Buyer shall have the right to reduce the Daily 
Contract Quantity in direct proportion to the deficiency in the reserves re- 
quired for the pexformance of this Contract for the remainder of the term 
hereof. 

(iii) In the event it is determined by the parties or the Consultant 
that Seller has dedicated reserves in excess of those required for Seller to 
perform this Contract for the remainder of the term hereof, Seller agrees 
to sell and Buyer agrees to purchase the gas from such nine reserves under 
the terms and conditions of this Contract, and the appropriate increase in the 
Daily Contract Quantity and the effective date thereof shall be agreed upon by 
Buyer and Seller or, if they fail to agree, shall be determined by arbitration 
as provided in Article XV. Buyer and Seller agree to use their best endeav- 
ors to procure all permits, certificates, and other authorizations necessary 


to make the gas from such excess reserves available for the purpose of The 
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Project. In the event the parties cannot obtain such authorizations in form 
acceptable to them within one and one-half (1-1/2) years after the said 
appropriate increase has been agreedupon or determined, then at the election 
of Seller said excess reserves shall be considered surplus to this Contract 
and Buyer shall have no further right to, or control of, such excess reserves 
or any portion thereof and Seller may sell, use or otherwise dispose of any 
gas therefrom in any manner that Seller in its judgment may deem advisable, 
4, Seller, shall, from time to time at Buyer's request, furnish to 
Buyer such geological, engineering and production data available to Seller as 
may be needed for a study of the gas reserves and deliverability thereof, in- 
cluding electrical logs, core analyses and any and all information pertaining 
to such wells; provided, however, that Seller shall not be required to furnish 
any data the release of which would be prejudicial, in Seller's Opinion, to its 
interests. 
ARTICLE XV - ARBITRATION 

Any arbitration provided for in this Contract or agreed to by the 
parties shall be conducted in accordance with the following procedures and 
principles: 

Upon the written demand of either party and within ten (10) days 
from the date of such demand, each party shall appoint an arbitrator and the 
two arbitrators so appointed shall promptly thereafter appoint a third. In 
the event more than one party have executed this Contract as Seller and more 


than one of such parties are involved in the same controversy with Buyer, 
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they shall be considered as one party. If either party shall fail to appoint an 
arbitrator within ten (10) days from the date of such demand, then the arbitrat- 
or shall be appointed by a judge of the Supreme Court of Alberta. If the two 
arbitrators shall fail within ten (10) days from their appointment to agree upon 
and appoint the third arbitrator, then upon the application of either party, such 
third arbitrator shall be appointed by a judge of the Supreme Court of Alberta. 
The arbitrators shall proceed immediately to hear and determine 
the matter in controversy. The award of the arbitrators, or a majority of 


them, shall be made within forty-five (45) days after the appointment of the 


third arbitrator, subjectto any reasonable delay due to unforeseen circumstances. 


The award of the arbitrators shall be drawn up in writing and signed 
by the arbitrators, ora majority of them, and shall be final and binding on the 
parties, and the parties shall abide by the award and perform the terms and con- 
ditions thereof. Unless otherwise determined by the arbitrators the fees and 
expenses of the arbitrator named for the Seller shall be paid by Seller, the fees 
and eerie of the arbitrator named for the Buyer shall be paid by the Buyer 
and the fees and expenses of the third arbitrator shall be paid in equal proport- 
ion by the Buyer and the Seller. 

ARTICLE XVI - MISCELLANEOUS PROVISIONS 

A No waiver by Buyer or Seller of any default by the other under this 
Contract shall operate as a waiver of a future default, whether of a like or 
different character. 


e 


he This Contract shall bind and inure to the respective successors and 
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assigns of the parties hereto; but no assignment shall release either party 
from such party's obligations hereunder without the written consent of the 
other party to such release, which consent shall not be unreasonably with- 
held. Nothing herein contained shall prevent either party from pledging 
or mortgaging its rights hereunder as security for its indebtedness. 
an Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided 
for berate shall be directed to the party to whom given, made or delivered 
at such party's address as follows: 
Buy ER: ALBERTA AND SOUTHERN GAS CO, LTD. 
140-6th Avenue S.W, 
Calgary, Alberta 
SELLER: ALIDA OIL COMPANY LIMITED 

940 - 8th Avenue S. W. 

Calgary, Alberta 
Any notice hereunder shall be deemed to have been given 48 hours after such 
notice has been deposited in a post office with requisite postage thereon. 
Either party may change its address by giving written notice to the other party; 
provided, however, in no event shall Buyer be obligated to pay for gas purchas- 
ed hereunder at a point outside of Canada or in currency other than Canadian 
currency. 

4. This Contract and the rights and obligations of the parties hereunder 

are subject to all present and future laws, rules, regulations and orders of any 


legislative body or duly constituted authority now or hereafter having jurisdic- 


tion. 
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uP This Contract shall be construed in accordance with the laws of the 
Province of Alberta. 

oF The headings used throughout this Contract are inserted for refer- 
ence purposes only and are not to be considered or taken into account in con- 
struing the terms and provisions of any Article nor to be deemed in any way 
to qualify, modify or explain the effects of any such term or provision. 

IN WITNESS WHEREOF this Contract has been properly executed 


\ 


by the parties hereto as of the day and year first above written. 


ALIDA OIL COMPANY LIMITED 


By A. Bryce Cameron 


"SELLER" By Jean Ring 
(Seal) 


ALBERTA AND SOUTHERN GAS CO, LTD. 


By J... Horton 
President 


"BUYER" By Repu. Wanton 


Secretary 
(Seal) 
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CROSSFIELD FIELD GAS PURCHASE CONTRACT 


Between 


TENNESSEE GAS TRANSMISSION COMPANY 
Seller 


- and - 


ALBERTA AND SOUTHERN GAS CO, LTD, 


Buyer 
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January 


BET WEEN: 


THIS GAS PURCHASE CONTRACT made the 10th = day of 


» 195 &. 


TENNESSEE GAS TRANSMISSION COMPANY, 
a body corporate, having an office and carrying 
on business in the City of Calgary, in the 
Province of Alberta, (hereinafter referred to 
as ''Seller'') 


OF THE FIRST PART 
- and - 
ALBERTA AND SOUTHERN GAS CO, LTD., 
a body corporate, having an office and carrying 
on business in the City of Calgary, in the 
Province of Alberta, (hereinafter referred to 
as "'Buyer'') 


OF THE SECOND PART 


WITNESSETH THAT: ' 


WHEREAS Buyer is a subsidiary of Pacific Gas and Electric Com- 


pany, a California corporation, hereinafter referred to as ''P, G. and E."; 


AND WHEREAS P., G, and E. and certain subsidiaries: (including 


Buyer) and/or affiliates of P. G. and E., hereinafter referred to as "'the 


participants", propose to construct and operate a natural gas pipeline project, 


hereinafter called "The Project"', having for its principal purpose the trans - 


portation of gas purchased by Buyer to the existing integrated transmission 


and distribution system of P.G. and E. inthe State of California; 
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AND WHEREAS Seller owns or contyols petroleum and natural gas 
rights or interests therein in the Crossfield Field, as same is outlined by 
the heavy black line on the map marked "Exhibit A" annexed hereto; and 
Seller will have a supply of gas available from said Field and desires to sell 
such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from Seller 
together with natural gas from others for The Project. 


NOW THEREFORE it is hereby agreed as follows: 


ARTICLE I - DEFINITIONS 


Lg For the purpose of this Contract the following words and terms are 
defined as follows: 

(a) The word ''day" shall mean a period of twenty-four (24)consec- 
utive hours, beginning and ending at 8:00 o'clock A.M. Mountain Standard 
Time. 

(b) The word "month" shall mean a period beginning at 8:00 o'clock 
A.M. on the first day of a calendar month and ending at 8:00 o'clock A.M. on 
the first day of the next succeeding calendar month. 

(c) The term "contract year" shall mean a period of twelve consec- 
utive months beginning with the aru of July, the first contract year to begin 
with the month of July next following the date natural gas is first delivered 
hereunder. 

(d) The word ''gas" shall mean either natural gas obtained from the 
wells or the residue remaining after the natural gas has been treated for the 


removal of any of its constituent parts other than methane and for the removal 
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of methane to such extent as is necessary in removing other constituents, as 
the context may require. 

is) The term "Buyer's facilities" shall mean the facilities constitut- 
ing The Project, together with such gathering facilities if any, as may be built 
~ others which are necessary to receive and Hees the quantities of gas 
which Buyer undertakes to buy under this Contract. 

(f{) The term "Seller's facilities’ shall mean such facilities as are 
required for Seller or its nominee to gather, process and deliver gas to Buyer 
in accordance with the terms and conditions of this Contract. 

(g) The term 'Mcf" shall mean one thousand (1000) cubic feet of 
gas as determined on the measurement basis set forth in Article VI hereof. 

(h) The term ''BTU" shall mean British Thermal Unit. 

(i) The term "gross heating value" shail mean the number of BTUs 
in a cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit, 
saturated with water vapor, and at an absolute pressure equivalent to thirty 
(30) inches of mercury at thirty-two degrees (32°) Fahrenheit. 

(j) The term "Seller's lands" shall mean those lands in said Field 
in, under and from which Seller now has or may hereafter acquire the right 
to drill for, produce and dispose of gas, andthe said right. 

(k} The word "lease' shall mean any right of the Seller to drill for, 
produce and dispose of gas in, under and from Seller's lands, and shall include 
any document evidencing such right. 


(1) The word "reserves" where used as a noun herein shall mean the 
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quantities of merchantable gas which will be available to Seller from the total 
quantities of gas economically recoverable from Seller's lands after process- 


ing to satisfy the quality specifications of Section 1 of Article V hereof. 


ARTICLE U ~ CONDITIONS 


ee rmarinaa 


bs Before The Project can be constructed and operated, all permits, 
certificates, and other authorizations required under applicable laws and reg- 
ulations must be obtained. Buyer represents that Buyer and the other parti - 
cipants in The Project will use diligent efforts to procure such authorizations, 
Buyer shali notify Seller in writing within thirty (30) days after each such 
authorization, in form acceptable to the participants, has been obtained, and 
furnish Seller a copy of such authorization. If such authorization contains con- 
ditions that would preclude Buyer from fully performing this Contract in accord- 
ance with its terms, Seller may within thirty (30) days after receipt of Buyer's 
notice give Buyer written notice of intention to terminate this Contract, stating 
in said notice the particular grounds of objection to the authorization; and unless 
Buyer shall promptly cause an application for rehearing to be made and such 
rehearing shall result in the authorization being modified so as to meet Seller's 
objection, then this Contract shall terminate. In the event that on or before the 
expiration of fifteen (15) months from the date hereof all necessary authori 
ations in form acceptable to the participants from the governmental authorities 
of the Province of Alberta shall not have been obtained, Seller may terminate 
this Contract by written notice to Buyer within sixty (60) days thereafter, and 


in the event that on or before the expiration of twenty-four (24) months from the 
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date hereof all other necessary authorizations, in form acceptable to the 


partitipants, shall not have been obtained, Seller may at any time there- 
after give Buyer sixty (60) days written notice of its intention to terminate 
this Contract and, unless prior to the expiration of said sixty (60) day period 
all of Said authorizations shall have been obtained, this Contract shall term- 
inate at the end of said sixty (60) day period. 

Ze Buyer represents that immediately upon all such authorizations 
being obtained by the participants, they will proceed with due diligence to 
construct The Project, and Seller agrees that it will proceed with due dili- 
gence to drill and develop Seller's lands and construct Seller's facilities. 
Each party hereto will use its best efforts to the end that The Project may 
be placed in operation by 30 November 1960. In the event Seller is capable 
of delivering into The Project the quantity of gas required hereunder by 
30 June 1961, or the expiration of thirty (30) months after all such author - 
izations have been obtained, whichever is the later, then, unless excused 
by Article XII hereof, Buyer shall thereafter pay for the quantity of gas it 
is obligated hereunder to take, or pay for if it does not take. 

ARTICLE III - RESERVATIONS OF SELLER 

| be Notwithstanding anything herein elsewhere contained, Seller hereby 
expressly reserves to itself the following rights, namely: to operate its 
properties, free from any control by Buyer, in such manner as Seller in its 
sole discretion may deem it advisable, including, but not so as to restrict 
the generality of the foregoing, the right to determine when and whether any 
additional well will be drilled, or when and whether any well will be reworked 
or recompleted, or when and whether any of Seller's leases or gas wells 


cannot or has ceased to produce gas in paying quantities and is to be released 
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or abandoned; to determine when the economic limits of Seller's overall 
development program have been reached, whereupon Seller shall not be 
required to proceed with further development; to determine the manner in 
which the quantities of gas to be delivered hereunder shall be allocated to 
and produced by Seller from the respective gas wells of Seller on Seller's 
lands; to deliver to the persons entitled thereto the quantities of gas which 
such persons have reserved and are entitled to take in kind from Seller's 
lands; and to assign or farm out, subject to this contract, any of Seller's 
leases. 

2. Seller reserves to itself quantities of gas which may be required 
for the development and operation of Seller's lands for the production of 
petroleum and natural gas, including but not limited to, gas for gas lift oper- 
ee and return to reservoir so long as such gas lift operations and return 
to reservoir do not interfere with Seller's ability to deliver the quantity of 
gas required hereunder. Seller also reserves to itself sufficient quantities 
of gas for the operation of separator equipment, gasoline, and other extraction 
plants, compressor stations, and other facilities for the processing or handling 
of the gas to be delivered hereunder and the products extracted therefrom. 

ch Seller may extract or permit the extraction of non-hydrocarbons 
and hydrocarbons other than methane from the gas to be delivered hereunder, 
and shall have the right to remove such methane as is necessarily removed 
from the gas in recovering other constituents; provided that Seller by such 
processing shall not reduce the gross heating value per cubic foot below one 
thousand (1000) BTUs unless required to do so to render the gas capable of 


meeting the quality specifications set forth in Article V hereof. 
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4. Seller may unitize any of Seller's leases in said field and may 
participate in any oil or gas proration, conservation, ratable Pichi or 
other similar program, provided that in the event Seller's leases are 
unitized with other properties in said field this Contract will cover Seller's 
interest in the unit derived from such leases and the gas attributable there- 
to, and provided further that in the event such unitization or other such pro- 
gram is entered into voluntarily by Seller, it shall use its best efforts to 
protect Buyer's rights hereunder and to prevent an appreciable reduction 
or postponement in the delivery to Buyer of the quantities of gas set forth 
in Article IV hereof. 

bs Seller shall not be required by the provisions hereof to produce 
any well in excess of its allowable rate of flow as fixed by law or regulatory 
bodies, or in excess of its maximum efficient rate of flow as determined by 
Seller, or in excess of the current rate of production permitted Seller under 
the terms of applicable operating agreements in the case of a well jointly 
operated with other parties, whichever is the smallest quantity. 

6. For the period prior to the date on which The Project is placed 
in operation and for periods during which Buyer is prevented from taking 
delivery of gas hereunder by any of the causes mentioned in Article XI 
Seller shall have the right to sell and deliver gas to others in such quantities 
as may be necessary to prevent the flaring of gas or the termination of any 
of Seller's leases by reason of non-production. 


ARTICLE IV - QUANTITY OF GAS 
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di, Seller estimates that its presently proven and probable reserves 
are equal to a volume of not less than 7,500 Mef per day for a 
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twenty-five (25) year period. The Daily Contract Quantity which is subject to 
increase or decrease from time to time pursuant to the provisions of this 
Contract is initially _ 7,500 Mcf per day. Subject to the terms and 
conditions of this Contract, Seller agrees to sell and deliver gas to Buyer at 
the point of delivery referred to in Article VIII, when and as requested by 
Buyer, and Buyer agrees to purchase gas from Seller as follows: 

(i) In the event that the date of first delivery hereunder is prior 
to 30 June 1961, for the period from the date of first delivery to 30 June 1961, 
Seller shall use its best efforts to deliver each day to Buyer the volume of 
gas requested by Buyer up to one hundred and twenty per cent (120%) of the 
Daily Contract Quantity and Buyer shall, during said period, use its best 
efforts to take an average daily volume equal to ninety per cent (90%) of the 
Daily Contract Quantity. 

(ii) For the period beginning on 1 July 1961 or, if it be later, the 
date of first delivery hereunder, but in no event later than the expiration of 
thirty (30) months after all authorizations referred to in Article II have been 
obtained, and ending the next succeeding June 30, and each contract year 
thereafter for the remainder of the term hereof, Seller shall deliver each 
day to Buyer the volumes of gas requested by Buyer up to one hundred and 
twenty per cent (120%) of the Daily Contract Quantity; and Buyer shall take 
during each contract year, if available hereunder, or pay for, if available 
and not taken hereunder, a minimum average daily volume equal to ninety 
per cent (90%) of the Daily Contract Quantity; provided, however, that 


9 Buyer shall take, if available hereunder, not less than a minimum average 
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daily volume equal to eighty per cent (80%) of the Daily Contract Quantity 
during each month anda minimum volume equal to seventy-five per cent 
(75%) of the Daily Contract Quantity on each and every day. 

as Seller agrees that it will use its best efforts to increase its 
available reserves. In the event that by 1 July 1959 said reserves, as 
agreed to by Seller and Buyer or, if they are unable to agree, as determined 
by a Consultant selected in accordance with the provisions of Section 2 of 
Article XIV, are equal to a volume of not less than one hundred and twenty- 
five per cent (125%) of the initial Daily Contract Quantity per day for a 
twenty-five (25) year period, then, subject to the obtaining of all necessary 
permits, certificates and other authorizations, Buyer and Seller agree to 
increase the initial Daily Contract Quantity by twenty-five per cent (25%), 
effective 1 July 1962; provided, further, that if by 1 July 1960 the said 
reserves, as agreed to or determined as aforesaid, are equal to a volume 
of not less than one hundred and fifty per cent (150%) of the initial Daily 
Contract Quantity per day for a twenty-five (25) year period, the initial 
Daily Contract Quantity, subject to obtaining all necessary permits, certifi- 
cates and other authorizations, will be increased by fifty per cent (50%), 
effective 1 July 1963. 

33 Seller agrees that Seller's facilities and the number of wells 
which Seller drills initially, and from time to time thereafter, shall be 
sufficient, with reasonable allowance for anticipated decreases in delivera- 
bility for any cause, including pressure decline, to enable it to deliver one 


hundred and twenty per cent (120%) of the initial Daily Contract Quantity 
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not later than the date The Project is ready for operation, and one hundred 
and twenty percent (120%) of the Daily Contract Quantity, as it may exist 
from time to time. 

4. If Buyer fails to take an average daily quantity equal to ninety 
per cent (90%) of the Daily Contract Quantity for any period specified in 
Subsection (ii) of Section 1 of this Article, Buyer shall have the right during 


the next two succeeding contract years after it has taken an average daily 


quantity equal to ninety per cent (90%) of the Daily Contract Quantity during 


each such year, to take without further payment a quantity of gas up to the 
quantity paid for but not taken, but not to exceed on any one day, unless 
Seller consents thereto, a total volume greater than one hundred and 
twenty per cent (120%) of the Daily Contract Quantity. 

og If Seller fails for any twenty (20) days during any month to deliver 
to Buyer the daily quantity of gas requested by Buyer up to one hundred and 
twenty per cent (120%) of the Daily Contract Quantity (Buyer being ready, 
able bia willing to take and pay for such quantity of gas) Buyer may notify 
Seller in writing of such failure or failures. Seller shall have such time 
as may be necessary, but in no event more than six (6) cht ge from the 
date of receipt by Seller of Buyer's notice, in which to restore its ability 
to deliver such quantity, during which period the Daily Contract Quantity 
shall be reduced temporarily to a volume equal to eighty-three and one- 
third per cent (83-1/3%) of the average daily volume of gas Seller delivered 
to Buyer during the twenty (20) days on which Buyer's notice was based. 


In the event Seller's attempts to restore its ability to deliver one hundred 
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and twenty per cent (120%) of the Daily Contract Quantity in effect prior to 
such notice are unsuccessful, as evidenced by Seller's failure to deliver 
such quantity on each day of a thirty (30) consecutive day test conducted by 
Seller and Buyer for the thirty (30) day period commencing on the day 
following the end of said six (6) months period, or at such earlier time 

as Seller may request, Buyer shall have the right to reduce the Daily 
Contract Quantity to a volume equal to eighty-three and one-third per cent 
(83-1/3%) of the average daily volume of gas Seller delivered to Buyer 
during the last fifteen (15) days of said delivery test. 

6. If in any contract year there are in effect two or more volumes 
representing the Daily Contract Quantity, then Buyer's minimum obligation 
for such contract year to pay for gas, whether or not taken, shall be based 
upon the sum of the products of ninety per cent (90%) of each such volume 
and the number of days each such volume was in effect. 

ARTICLE V - QUALITY OF GAS 

Ly The gas delivered hereunder shall be merchantable gas, at all 
times complying with the following quality requirements: 

(i) Heating Value: The gas delivered hereunder shall have a 
gross heating value of not less than nine hundred and seventy-five (975) 
BTUs per cubic foot, but, with the consent of Buyer, gas at a lower gross 
heating value may be delivered. 

(ii) Freedom from Objectionable Matter: The gas delivered by 
Seller hereunder: 


(a) Shall be commercially free from sand, dust, gums, crude oil, 
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impurities and other objectionable substances which may be injurious to pipe 
lines or which may interfere with its transmission through pipe lines or its 
commercial utilization, 

(bo) Shall not have a hydrocarbon dew-point in excess of fifteen 
degrees (159) Fahrenheit at pressures up to eight hundred (00) pounds per 
square inch gauge. 

(c) Shall not contain more than one (1) grain of hydroven sulphide 
per one hundred (100) cubic feet. 

(d) Shall not contain more than ten (10) grains of total sulphur per 
one hundred (100) cubic feet. | 

(e) Shall not contain more than two per cent (2%) by volume of 
carbon dioxide. 

(f) Shall not contain more than four (4) pounds of water vapor per 
one million (1,000,000) cubic feet. 

(g) Shall not exceed one hundred and ten degrees (110°) Fahrenheit 
in temperature at the point of delivery. 

(h) Shall be as free of oxygen as Seller can keep it through the 
exercise of all reasonable precautions, and shall not in any event contain . 
more than four tenths of one oe cent (0.4%) by volume of oxygen. 

a4 Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made 
by Seller, at Seller's expense, by approved standard methods in general 
use in the gas industry, andthe water vapor content of such gas shall be 


determined by Seller, at Seller's expense, by the use of a dew-point apparatus 
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approved by Buyer and Seller. Tests shall be made by Seller frequently 
enough to assure that the gas is conforming continuously to the quality 
requirements. Buyer shall have the right to require Seller to remedy any 
deficiency of the gas in quality and, in the event such deficiency is not 


remedied, the right, in addition to all other remedies available to it by 


‘law, to require Seller to discontinue deliveries hereunder until such 


deficiency is remedied. If Seller is unable to rernedy the deficiency, Buyer 
shall have the right to reduce the Daily Contract Quantity, as provided in 
Article IV, to eighty-three and one-third per cent (83-1/3%) of the volume 
which the Seller can deliver in conformity with the quality requirements hereof, 
ARTICLE VI - MEASUREMENT 

se Unit of Measurement: The unit of volume for purposes of measure- 
ment hereunder, except for gross heating value, shall be one (1) cubic foot of 
gas at a temperature of sixty degrees (60°) Fahrenheit and at a pressure of 
fourteen and seventy-three one-hundredths (14. 73) pounds per square inch 
absolute. For purposes of measurement the atmospheric pressure at the 
point of measurement hereunder shall be assumed to be constant at 12.70 
pounds per square inch absolute. 

(aes Sales Unit: The sales unit of the gas delivered hereunder shall be 
one thousand (1000) cubic feet. 

es Method of Measurement: All measuring equipment, devices and 
materials required in this Article shall be installed, maintained, and 
operated, or furnished, by Buyer at Buyer's expense. Seller may install and 


operate check measuring equipment provided it does not interfere with the use 
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of Buyer's equipment. In determining the volumes of gas delivered by Seller 
to Buyer at the point of delivery the following practices shall prevail: 

(i) Metering: The gas shall be metered by one or more orifice 
meters installed and maintained, and volumes shall be measured (except for 
correction for deviation from Boyle's Law), in accordance with the methods 
prescribed in "Orifice Metering of Natural Gas'', Gas Measurement Committee 
Report No, 3, of the American Gas Association, including the Appendix 
thereto, as published April 1955 or any subsequent revision thereof acceptable 
to Buyer and Seller. Correction shall be made for deviation of the gas from 
Boyle's Law at the pressure and temperature at which the gas is metered. 

To determine the factors for such correction a quantitative analysis of the 
gas shall be made at reasonable intervals with such apparatus as shall be 
agreed upon by Buyer and Seller, and such factors shall be obtained from 
data contained in ''Supercompressibility Factors for Natural Gas", Volumes 
1 through 6, inclusive, or in ''Tables for the Determination of Supercom- 
pressibility Factors for Natural Gas Containing Nitrogen and/or Carbon 
Dioxide", Volume 7, as published by the American Gas Association in 1955, 
or any subsequent revision eee acceptable to Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific gravity of 
the gas being metered shall be made by Buyer in accordance with the 
American Petroleum Institute's Recommended Practice 50A dated April 
1953, or any subsequent revision thereof acceptable to Buyer and Seller. 

The gas samples to be tested shall be representative of the gas being metered 


at the time such samples are taken and may be either spot samples or 
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samples taken over a period of aren Samples shall be taken at reasonable 
intervals by Buyer, provided that Buyer shall take additional samples when 
requested by Seller soto do. The specific gravity determined by any test 
shall apply to the gas metered from the date the spot sample was taken or 
from the commencement date of a sample taken over a period of time, as the 
case may be, until the next test. 

(iii) Temperature; The flowing temperature of the gas being 
metered shall be determined by means of a recording thermometer of a type 
acceptable to Buyer and Seller, installed and maintained by Buyer in accord- 
ance with the specifications set forth in said Gas Measurement Committee 
Report No. 3. The arithmetical average of readings each day shall be 
deemed the gas temperature and used in computing the volume of gas metered 
during such day. 

(iv) Correction and Adjustment: If at any time any of the measur- 
ing equipment is registering inaccurately by an amount exceeding two per 
cent (2%) at a reading corresponding to the average hourly rate of flow since 
the last preceding test, the previous readings of such equipment shall be 
corrected to zero error for any period definitely known or agreed upon, or if 
not so known or agreed upon, for a period of sixteen (16) days or one-half 
(1/2) of the elapsed time since the last test, whichever is shorter. If the 
measuring equipment is out of service, the volume of gas delivered during 
such period shall be determined: 

(a) by using the data recorded by any check measuring equipment 


L accurately registering; or 
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(b) If such check measuring equipment is not registering accurately 
but the percentage of error is ascertainable by a calibration test, by using 
the data recorded, corrected to zero error; or 

(c) If neither of the methods provided in (a) and (b) above can be 
used, by estimating the quantity delivered, by reference to deliveries under 
similar conditions during a period when the equipment was registering | 
accurately. 

No correction shall be made in the recorded volumes of gas delivered for 
inaccuracies in measuring equipment of two per cent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is commingled 
with gas of other producers in said Field at the point of delivery, the practices 
set forth in the preceding Subsections of this Section 3 shall be applicable to 
the said commingled gas and Seller shall cause the operator of the processing 
plant to advise Buyer as to how the commingled gas taken by Buyer at such 
point shall be allocated between Seller and such other producers, 

4, Heating Value: Tests to determine the gross heating value of gas 
delivéred shall be made by Buyer utilizing a Cutler-Hammer recording 
calorimeter, or the equivalent, operated and maintained in accordance with 
General Order No. 58B, "Standards of Calorimetry for Gaseous Fuels", 
approved December 28, 1955 by the Public Utilities Commianien of the State 
of California, or any subsequent revision thereof acceptable to Buyer and 
Seller, The gas samples to be tested shall be representative of the gaa 
delivered at the time such samples are taken and may be either spot samples 


or samples taken over a poriod of time, Samples shall be taken at reasonable 
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intervals by Buyer, provided that Buyer shall take additional samples when 
requested by Seller so to do. The gross heating value determined by any test 
shall apply to the gas delivered from the date the spot sample was taken or 
from the commencement date of a sample taken over a period of time, as the 
case may be, until the next test. The gross heating value per cubic foot of gas 
delivered shall be determined for any month by taking the arithmetical average 


of the daily heating values as determined in accordance with this Section 4. 


ARTICLE VII - MEASURING AND TESTING EQUIPMENT 


ds Testing Meter Equipment: The accuracy of Buyer's measuring equip- 


ment shall be verified by test, using means and methods acceptable to Seller, 
at least once each month and at other times upon request of Buyer or Seller. 
Notice of the time and nature of each test shall be given by Buyer to Seller 
sufficiently in advance to permit convenient arrangement for Seller's represen- 
tative to be present. Tests and adjustments shall be made in the presence of 
and observed by a representative of Seller, if present, and if any of the 
measuring equipment is found to be registering fice at in any percentage, 
it shall be adjusted at once to read as accurately as possible, If, after notice, 
Seller fails to have a representative present, the results of the test shall 
nevertheless be considered accurate until the next test. All tests of such 
measuring equipment shall be made at Buyer's expense, except that Seller 
shall bear the expense of tests made at its request if the inaccuracy is found 
to be two per cent (2%) or less. 


Digs Inspection of Equipment: Buyer and Seller shall have the right to 


inspect equipment installed or furnished by the other, and the charts and 
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other measurement or test data of the other, at all times during business 
hours; but the reading, calibration and adjustment of such equiprnent and 
changing of charts shall be done only by the party installing and furnishing 
same. Unless the partics otherwise agree, each party shall preserve all 
Original test data, charts and other similar records in such party's possession 
for a period of at least six (6) years, 


ARTIC LE bet? be DELIVERY PRESSU RE AND POINT OF “DELIVERY 


es The delivery pressure of the gas delivered hereunder shall be any 
pressure required by Buyer not in excess of nine hundred (900) pounds per 
square inch. In the event that compression facilities are required to bring 
such gas to the pressure required by Buyer under this Section, then Seller 
shall have the option of installing such facilities, and in the event that Seller 
does not desire to install such facilities, then Buyer shall have the right to 
do so, In the event that both Buyer and Seller elect not to install com- 
pression facilities, then the Daily Contract Quantity shall be reduced to a 
volume equal to eighty~three and one-third per cent (83-1/3%) of the aang 
quantity of gas Seller is then capable of delivering to Buyer at such delivery 
pressure. If Buyer requests gas at a pressure higher than herein provided 
and Seller is willing and able & maintain such higher pressure, then Seller 
shall be compensated for such higher pressure at a rate agreed upon 
between Buyer and Seller. 

ie The point of delivery of all gas delivered hereunder shall be 
where such gas leaves Seller's facilities and enters Buyer's facilities at a 
central point in the field or at the outlet of the plant where Seller's gas is | 
processed. 
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a Title to all gas delivered hereunder shall pass from Seller to Buyer 
at the point of delivery. Until passage of title Seller shall be deemed to be in 
control and possession of and be responsible for such gas, and thereafter 
Buyer shall be deemed to be in control and possession of and be responsible 


for such gas. 


ARTICLE IX - TERM OF CONTRACT 


Subject to the other provisions hereof, this Contract shall be 
effective from the date hereof and shall continue for a period of twenty-five 
(25) contract years or until the expiration of Buyer's authorization to remove 


gas purchased hereunder from the Province of Alberta, whichever first occurs. 


ARTICLE X - PRICE 


Ly (i) The prices to be paid by Buyer for gas delivered hereunder or 
required to be paid for if tendered and not taken, during the following respec- 
tive periods, unless changed as hereinafter provided, shall be as follows: 

Period Price 


From the date of initial delivery through 


VUNG sus aE 7O Liar amen Lone en ee se eT 5 har ph 13.50¢ per Mcf 
From July 1, 1961 through June 30, 1962... . 14,50¢ per Mcf 
From July 1, 1962 through June 30, 1963... . 15.25¢ per Mcf 
From July 1, 1963 through June 30, 1964. ... 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965. ... 16.25¢ per Mcf 
From July 1, 1965 through June 30, 1966... . 16.50¢ per Mcf 
From July 1, 1966 through June 30, 1967. ... 16.75¢ per Mcf 
From July 1, 1967 through June 30, 1968... . 17.00¢ per Mcf 
Mrom vuy i, £9606 through June 30,7 1973." «% 17.25¢ per Mcf 
From July 1, 1973 through June 30, 1978. ... 18.50¢ per Mcf 
From July 1,.1978 through June 30, 1983. ... 19.75¢ per Mcf 
From July 1, 1983 and thereafter during the 

terme COOL ta), Soom Crates Vly Gene 21.00¢ per Mcf 


The foregoing prices are expressed in Canadian currency. 


(ii) Buyer and Seller shall endeavor to renegotiate the prices to be 
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paid pursuant to this Contract for the pricing period commencing on July 1, 
1968 and at each five year interval thereafter during the term of this Contract. 

(iii) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the 
manner in which negotiations are proceeding, then such party shall have the 
right to refer the matter to arbitration in accordance with Article XV, and 
the arbitrators shall have the responsibility of determining fair market prices 
and the effective date thereof, 

Regardless of anything herein elsewhere contained, any prices 
fixed by renegotiation or by arbitration shall in no event be effective earlier 
than the first day of such pricing period or be lower than the prices set forth 
in Subsection (i) of this Section 1. 

a. The prices stated in Subsection (i) of Section 1] of this Article X 
shall be applicable to gas delivered hereunder for any month witha gross 
heating value per cubic foot of gas of no more than one thousand and twenty ~ 
five (1025) BTUs and no less than one thousand (1000) BTUs. If the gross 
heating value per cubic foot of gas delivered hereunder for any month is 
less than one thousand (1000) BTUs or more than one thousand and twenty- 
five (1025) BTUs, the price of such gas shall be the product of the price 
stated in Subsection (i) of Section 1 of this Article X and the applicable 


multiplier selected from the following table: 


BTU Content Multiplier 
For gas witha BTU content of less than 975 to 950 inclusive 950 
For gas with a BTU content of less than 1000 to 975 inclusive 975 
For gas with a BTU content of more than 1025 to 1050 inclusive 1025 
For gas with a BTU content of more than 1050 to 1075 inclusive 1,050 
For gas with a BTU content of more than 1075 to 1100 inclusive 1.075 
For gas with a BTU content of more than 1100 to 1125 inclusive 1,100 
For gas with a BTU content of more than 1125 1.125 


al 
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on If at any time during the term of this Contract any new or increased 
occupation, production, severance or sales tax or taxes of similar nature or 
equivalent in effect (not including income, capital stock, franchise or property 
taxes), other than or in excess of a tax prevailing as of the date hereof, shall 
be imposed by any lawful authority on the gas delivered to Buyer pursuant to 
this Contract or on or in respect to the production thereof, or on the sale 
thereof, so that Seller shall be required to pay such increase either directly 
or indirectly, Buyer shall, subject to the conditions hereinafter set forth, pay 
to Seller one-half (1/2) of such new taxes or one-half (1/2) of any such 
increase in taxes. In case any such reimbursement of taxes is to be made, 
Seller shall notify Buyer immediately and shall within ninety (90) days prepare 
and submit to Buyer a statement setting forth the amount of such new or 
additional taxes that it has paid, and within thirty (30) days after submission 
of such statement Buyer shall reimburse Seller to the extent of one-half (1/2) 
of such new or additional taxes as herein defined which Seller shall have so 
paid. 

4. Notwithstanding any provision of this Contract to the contrary, if 
in order to comply with or by reason of any present or future law, rule, 
regulation or order of any governmental authority having jurisdiction, the 
basis or method of measurement of gas delivered hereunder is changed, then 
the price per Mcf for gas purchased hereunder shall be adjusted so that Seller 
will receive the same total payment as would have been received had no such 
change in the basis or method of measurement been made. 


5! On or before August 15th of each year of the term hereof, 
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commencing with the year 1968, Buyer will give written notice to Seller stating 
therein the weighted average of Buyer's cost per Mcf of gas purchased (including 
gas paid for but not taken) for the contract year ending on the immediately 
preceding June 30th, from gas producers delivering gas to Buyer or Buyer's 
nominee, from fields other than oil fields Located in whole or in part within the 
Province of Alberta. In the event such weighted average of Buyer's cost per 
Mcf is greater than the price per Mcf payable to Seller under the provisions of 
this Contract other than the provisions of this Section 5 for gas deliverable to 
Buyer hereunder for any month during the twelve (12) months period commenc- 
ing on the next following November Ist, Buyer will increase the price per Mcf 
payable to Seller for gas delivered hereunder during each such month by an 
amount equal to the difference between such weighted average of Buyer's cost 
per Mcf and such price per Mcf payable to Seller under the provisions of this 
Contract other than the provisions of this Section 5. The term "Cost per Mcf'! 
as used herein shall mean the purchase price per Mcf, plus the amount per Mcf, 
if any, paid by Buyer to a producer for the kind of taxes included in Section 3 
of this Article paid or payable by the producer, and such purchase price per Mcf 
shall be determined with respect to such other purchases on the same basis of 
quality (including BTU content), measurement, and terms and conditions of 
delivery as provided for gas delivered hereunder. 
6. Currency Adjustment: 

(i) During any month in which the arithmetical average of the daily 

exchange rate of Canadian currency and United States currency as published 


at twelve o'clock (12:00) noon Eastern Standard Time or Eastern Daylight Time, 
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as the case may be, by the Bank of Canada at the City of Ottawa, is not more 

than One Hundred and Five (105) United States Cents or not less than Ninety- 

five (95) United States Cents for One (1) Canadian Dollar, then the total quan- 

tity of gas delivered by the Seller to the Buyer in such month shall be consid- 

ered sold and purchased at the prices provided for herein in Canadian currency. 
(ii) During any month in which the average exchange rate determined 

as provided in Subsection (i) above is in excess of One Hundred and Five (105) 

United States Cents and is not more than One Hundred and Ten (110) United 

States Cents for One (1) Canadian Dollar, or is less than Ninety-five (95) 

United States Cents but not less than Ninety (90) United States Cents for One 

(1) Canadian Dollar, then the total quantity of gas delivered by the Seller to 

the Buyer in such month, subject to the provisions of Subsection (v) of this 

Section 6, shall be considered sold and purchased at the price in Canadian 

currency calculated as follows: 

LET: Pe = price payable in Canadian currency during the month; 


Cc = the volume of gas sold out of The Project during such 
month to purchasers for use in Canada; 


US = the volume of gas sold out of The Project during such 
month to purchasers for use in the United States; 


P=. price in the Contract; 


KE « the average exchange rate during such month determined 
in accordance with the provisions of Subsection (i) above; 


THEN: In case such average exchange rate exceeds One Hundred and 
Five (105) United States Cents for One (1) Canadian Dollar: 


Por ee et C x P) ot ( US > ae Sa oh Oh 11> aah 
» ( C+ US ) ( C+US Ei) 
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In case such average exchange rate is less than Ninety-five 
(95) United States Cents for One (1) Canadian Dollar: 


Po = ( C xP ) te ( US oS lp oy eat 
aS ) ( C-+US fal) 


(iii) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for less than three (3) consecutive 
months, the price payable by Buyer to Seller for gas delivered hereunder 
during such months shall be adjusted in accordance with the applicable 
formula set forth in Subsection (ii) of this Section 6, using as the value of E, 
One Hundred and Ten (110) or Ninety (90) United States Cents, respectively, 
as the case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for at least three (3) consecutive 
months, then the currency adjustment formula to be used for such months and 
as long thereafter as such exchange rate prevails shall be renegotiated between 
Buyer and Seller; provided, however, that pending completion of such 
renegotiation the price payable by Buyer to Seller shall be calculated in 
accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6. The currency adjustment formula agreed upon in such renegotia- 
tion shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Canadian Dollar, and the pay- 


L) ments between Buyer and Seller shall be adjusted accordingly. If the parties 
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are unable to agree upon a currency adjustment formula within six (6) months 
then either party shall have the right to have the currency adjustment formula 
applicable during such period deta tinea by arbitration in accordance with 
Article XV. 

(v) In no event shall the value of ''Pc' as calculated under the pro- 
visions of Subsections (ii), (iii), and (iv) (for the period pending renegotiation 
as provided therein) of this Section 6 exceed or be less than the value of vd ae 


as the case may be, by more than One (1) Cent per Mcf. 


ARTICLE XI - BILLINGS AND PAYMENTS 


ls, Buyer shall render to Seller on or before the fifteenth day of each 
month a statement as to the amount of gas delivered by Seller during the month 
preceding. Seller shall render an invoice therefor as soon as practicable 
after receipt of said statement. Unless objected to by either party within 
thirty (30) days after either the receipt by Seller of said statement, or, if during 
said thirty (30) day period Seller has requested the related meter charts, after 
the receipt of such charts, said statement shall be accepted by both parties as 
correct. Buyer agrees to make payment (in Canadian currency) to Seller on or 
before the twenty-fifth day of such month or the tenth day after receipt of 
Seller's invoice, whichever shall occur later. Should Buyer fail to pay any 
amount due to Seller by the due date, interest thereon sual accrue at the rate 
of six percent (6%) per annum from such date until paid; and if such failure to 
pay continues for sixty (60) days, Seller thereafter may suspend deliveries of 
gas hereunder and if such failure continues for thirty (30) additional days, 


Seller thereafter may, in addition to any other rights Seller may have, terminate 
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this Contract; provided, however, in order for Seller to have the right to 
suspend deliveries or terminate this Contract, Seller must first have 
notified Buyer in writing fifteen (15) days prior to exercising either or both 
of such rights of its intent to do so and give Buyer the right to pay the amount 
so due to Seller within such fifteen (15) day period. Either Buyer or Seller 
may submit to arbitration in accordance with Article XV any dispute as to the 
amount due Seller for gas delivered hereunder; and pending the arbitrators! 
award Seller's remedies hereinabove provided shall be suspended as to the 
amount in controversy. 

2. If, by reason of the provisions of Article IV hereof that Buyer shall 
pay Seller for an average daily volume equal to ninety percent (90%) of the 
Daily Contract Quantity during each contract year, whether taken or not, a 
payment for gas not taken shall be due Seller from Buyer, such payment shall 
be made to Seller within sixty (60) days after the end of the contract year for 
which such payment shall be due. Said payment shall be based on the price 
in effect on the last day of said year. The provisions of Section 1 of this 
Article as to non-payment shall be applicable to this Section 2. 

on All calculations with respect to the price per Mcf of gas shall be 
carried to five significant figures and the price per Mcf as so calculated 


rounded to the nearest one-hundredth (1/100th) of a cent. 


ARTICLE XII - FORCE MAJEURE 


te If either party to this Contract shall fail to perform any obligation 
hereby imposed upon it and such failure shall be caused, or materially con- 


tributed to, by any acts of God, strikes, lockouts, or other industrial 
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disturbances, acts of the Queen's enemies, sabotage, wars, blockades, 
insurrections, riots, epidemics, landslides, lightning, earthquakes, flpedes 
storms, fires, washouts, Peer and restraints of rulers and peoples, civil 
disturbances, explosions, breakage of or accident to machinery or lines of pipe, 
hydrate obstructions of lines of pipe, temporary failure of gas supply, freezing 
of wells or delivery facilities, well blowouts, craterings, inability to obtain 
pipe, materials or equipment including those necessary for The Project, the 
order of any court or governmental authority which has been resisted in good 
faith by all reasonable legal means, any act or omission (including failure to 
take gas) of a purchaser of gas from Buyer, of a transporter of gas to Buyer, 
or of a transporter of gas purchased by Buyer, which is occasioned by any 
event or occurrence of the character described in this Article XII as consti- 
tuting force majeure, or any other cause, whether of the kind herein enumerated 
or otherwise, not within the control of the party invoking this Article and which 
by the exercise of due diligence such party could not have prevented, or shall 
be occasioned by the necessity for making repairs to or reconditioning wells, 
machinery, equipment, or pipelines, not resulting from the fault or negligence 
of such party, such failure shall not be deemed to be a breach of the obligation 
of such party hereunder, but such party shall use reasonable diligence to put 
itself again in a position to carry out its obligations hereunder. The foregoing 
provision shall be construed so as to reduce Buyer's obligation to pay for gas, 
whether or not taken, by an amount proportionate to the quantity of gas Buyer 
shall be unable to take in any contract year as a consequence of any of the 


aforementioned causes. Nothin contained herein shall be construed to require 
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either party to settle a strike or lockout by acceding against its judgment to 
the demands of opposing parties. 

2. No such cause affecting the performance of this Contract by either 
party shall continue to relieve-such party from its obligation after the expira- 
tion of a reasonable period of time within which by the use of due diligence 


such party could have remedied the situation preventing its performance, 


nor shall any such cause relieve either party from its obligation to make 


payment of arnounts then due hereunder, nor shall any such cause relieve 
either party from its obligation unless such party shall give notice thereof 
in writing to the other party with reasonable promptness; and like notice 
shall be given upon termination of such cause. 
ARTICLE XIII - WARRANTY OF TITLE AND RESPONSIBILITY OF SELLER 
Seller represents and warrants that it has full right and authority 
to enter into this Contract, that, subject to unavoidable failure of title and 
to the applicable laws, rules and regulations, Seller's leases are in full 
force and effect and are capable of being maintained and will be maintain- 
ed by Seller in full force and effect for as long as in Seller's opinion gas 
can be produced therefrom in paying quantities, that Seller has title to the 
gas to be sold and delivered hereunder and that all such gas is owned and 
will be delivered by Seller free from all liens and adverse claims, ciel 
ing liens to secure payment of any taxes. Seller shall at all times have 
the obligation to make settlements for all royalties and overriding royalties 
due and payments to the mineral and royalty owners under Seller's 


leases and other documents, as may appear of record or other- 
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» 


wise be binding upon Seller, and in accordance with the terms of the respec- 
tive leases and other documents, and to make settlements with all other per- 
sons having any interest in the gas sold hereunder. Seller agrees to 
indemnify Buyer and save it harmless from all suits, actions, debts, accounts, 
damages, costs, losses, liabilities and expenses arising from or out of claims 
of any or all persons to said gas or to royalties, taxes, or other charges there- 
on which attach before the title passes to Buyer or which may be levied and 
assessed upon the sale thereof to Buyer. In the event of any adverse claim of 
any character whatsoever being asserted in respect to any of said gas, Buyer 
may retain, as security for the performance of Seller's obligations with 
respect to such claim under this Section, the purchase price thereof up to the 
amount of such claim, without incurring liability for interest, until such claim 
has been finally determined or until Seller shall have furnished bond to Buyer 
conditioned for the protection of Buyer with respect to such claim. 
ARTICLE XIV - RESERVES OF SELLER 

Ls Seller dedicates exclusively to the performance of this Contract all 


its reserves and Seller agrees to make available to Buyer therefrom sufficient 


gas to ensure performance of this Contract. 


ze Commencing in the year 1963, prior to July 1 of said year and of 
each odd numbered year thereafter during the term hereof, Seller and Buyer 
will conduct a joint study of Seller's reserves dedicated hereto and the 
deliverability therefrom to determine whether or not Seller is capable of per- 
formance of this Contract, and, if capable, whether Seller has dedicated to 


its performance reserves in excess of those required for performance of 
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this Contract. In the event Seller and Buyer are unable to agree upon the 
amount of reserves dedicated hereto or the deliverability therefrom, or both, 
a qualified independent and impartial consulting engineer or firm (herein 
referred to as ''Consultant"') shall be selected by the parties in the following 
manner to determine the matter in question. Seller and Buyer shall immedi- 
ately exchange lists each containing in the order of preference the names of 
not less than five acceptable Consultants. The name appearing highest in 

the order of preference on both such lists shall be employed by the parties as 
the Consultant. In the event that there is no name in common to both such 
lists, or that there are two names accorded equally high preference 
(considering their respective positions on both lists), then the Consultant 
shall be selected by lot from among said two names accorded equally high 
preference, or, if there be no such names, from among the first names on 
each list. The consultant so employed shall determine the matter in question 
as soon as feasible. The determination of the Consultant shall be final and 
binding on the parties, and the parties shall abide thereby. The fees and 
expenses of such Consultant shall be paid in equal proportions by the Buyer 
and Seller. 

3. (i) In the event it is determined by the parties or the Consultant 
that reserves are sufficient, but deliverability is insufficient, Seller shall 
proceed with such additional development as may be necessary from time 
to time to comply with Section 3 of Article IV, In the event Seller shall 
fail within six (6) months from and after such determination to complete 


such additional development as may be necessary to comply with Section 3 
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of Article IV, Buyer shall have the right to reduce the Daily Contract Quantity 
to eighty-three and one-third percent (83-1/3%) of the deliverability. 

(ii) In the event it is datesmiited by the parties or the Consultant 
that deliverability is sufficient but reserves are insufficient, then Seller shall, 
within six (6) months from and after such determination, make available and 
dedicate to this Contract such additional uncommitted reserves as it may have 
or in the exercise of its sole discretion may acquire, as may be necessary 
to make up the deficiency in reserves and which are economically producible 
and available at a point of delivery satisfactory to Buyer. In the event Seller 
shall fail to make available the additional reserves necessary to make up such 

deficiency, Buyer shall have the right to reduce the Daily Contract Quantity 
in direct proportion to the deficiency in the reserves required for the per- 
formance of this Contract for the remainder of the term hereof. 

(iii) In the event it is determined by the parties or the Consultant 
that Seller has dedicated reserves in excess of those required for Seller to 
perform this Contract for the remainder of the term hereof, Seller agrees to 
sell and Buyer agrees to purchase the gas from such excess reserves under 
the terms and conditions of this Contract, and the appropriate increase in the 
Daily Contract Quantity and the effective date thereof shall be agreed upon 
by Buyer and Seller or, if they fail to agree, shall be determined by 
arbitration as provided in Article XV. Buyer and Selter agree to use their 
best endeavors to procure all permits, certificates, and other authorizations 
necessary to make the gas from such excess reserves available for the purpose 


L) of The Project. In the event the parties cannot obtain such authorizations 
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in form acceptable to them within one ard one-half (1-1/2) years after the 
said appropriate increase has been agreed upon or determined, then at the 
election of Seller said excess reserves shall be considered surplus to this 
Contract and Buyer shall have no further right to, or control of, such 

excess reserves or any portion thereof and Seller may sell, use or otherwise 
dispose of any gas therefrom in any manner that Seller in its judgment may 
deem advisable. 

4, Seller shall, from time to time at Buyer's request, furnish to Buyer 
such geological, engineering and production data available to Seller as may 
be needed for a study of the gas reserves and deliverability thereof, including 
electrical logs, core analyses and any and all information pertaining to such 
wells; provided, however, that Seller shall not be required to furnish any 
data the release of which would be prejudicial, in Seller's opinion, to its 


interests. 


ARTICLE XV - ARBITRATION 


Any arbitration provided for in this Contract or agreed to by the 
parties shall be conducted in accordance with the following procedures and 
principles: 

Upon the written demand of either party and within ten (10) days ' 
from the date of such demand, each party shall appoint an arbitrator and the 
two arbitrators so appointed shall promptly thereafter appoint a third. In 
the event more than one party have executed this Contract as Seller and 
more than one of such parties are involved in the same controversy with 


Buyer, they shall be considered as one party. If either party shall fail to 
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appoint an arbitrator within ten (10) days from the date of such demand, then 
the arbitrator shall be appointed by a judge of the Supreme Court of Alberta. 
If the two arbitrators shall fail within ten (10) days from their appointment 
to agree upon and appoint the third arbitrator, then upon the application of 
either party, such third arbitrator shall be appointed by a judge of the 
Supreme Court of Alberta. 

The arbitrators shall proceed immediately to hear and determine 
the matter in controversy. The award of the arbitrators, or a majority of 
them, shall be made within forty-five (45) days after the appointment of the 
third arbitrator, subject to any reasonable delay due to unforeseen circum- 
stances. 

The award of the arbitrators shall be drawn up in writing and signed 
by the arbitrators, or a majority of them, and shall be final and binding on 
the parties, and the parties shall abide by the award and perform the terms 
and conditions thereof. Unless otherwise determined by the arbitrators the 
fees and expenses of the arbitrator named for the Seller shall be paid by 
Seller, the fees and expenses of the arbitrator named for the Buyer shall be 
paid by the Buyer and the fees and expenses of the third arbitrator shall be 


paid in equal proportion by the Buyer and the Seller. 


ARTICLE XVI - MISCELLANEOUS PROVISIONS 
ene Aran aa ees i ENG 


te No waiver by Buyer or Seller of any default by the other under 
this Contract shall operate as a waiver of a future default, whether of a 
like or different character, 


rap This Contract shall bind and inure to the respective successors 


34 
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and assigns of the parties hereto; but no assignment shall release either 
party from such party's obligations hereunder without the written consent 
of the other party to such release, which consent shall not be unreasonably 
withheld. Nothing herein contained shall prevent either party from pledging 
or mortgaging its rights hereunder as security for its indebtedness. 

a2 Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided 
for herein shall be directed to the party to whom given, made or delivered 
at such party's address as follows: 

BUYER: Alberta and Southern Gas Co. Ltd. 
140 - 6th Avenue S,W. 
Calgary, Alberta 
SELLER: Tennessee Gas Transmission Company 
803 - 8th Ave. W. 
Calgary, Alberta 
Any notice hereunder shall be given by registered mail and shall be deemed 
to have been given 48 hours after such notice has been deposited in a post 
office with requisite postage thereon. Either party may change its address 
by giving written notice to the other party; provided, however, in no event 
shall Buyer be obligated to pay for gas purchased hereunder at a point out- 
side of Canada or in currency other than Canadian currency. 

4. This Contract and the rights and obligations of the parties here- 
under are subject to all present and future laws, rules, regulations and 
orders of any legislative body or duly constituted authority now or here- 
after having jurisdiction. 


5, This Contract shall be construed in accordance with the laws of 
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the Province of Alberta, 
6. The headings used throughout this Contract are inserted for 

reference purposes only and are not to be considered or taken into account 

in construing the terms and provisions of any Article nor to be deemed in 

any way to qualify, modify or explain the effects of any such term or pro- 

vision, 

IN WITNESS WHEREOF this Contract has been properly executed 

by the parties hereto as of the day and year first above written. 
TENNESSEE GAS TRANSMISSION COMPANY 
By W. W. Witmer 


4 Pad 
"SELLER" By 


Re et see nt mae 


ALBERTA AND SOUTHERN GAS CO, LTD, 
/ 
By J. K. Horton | 
President 
“RUYER" By Rp L. Winton } 


Secretary 


(Seal). 
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THIS GAS PURCHASE CONTRACT madethe 2lst day of 


d January, 1958: 
BETWEEN 


TEXACO EXPLORATION COMPANY , 

a body corporate, having an office and carry- 
ing on business in the City of Calgary, in tne 
Province of Alberta, 


-and - 


McCOLL~-~FRONTENAC OIL COMPANY LIMITED, 
a body corporate, having an office and carrying on 
business in the City of Calgary, in the Province of 
Alberta. 

(together hereinafter referred to as "Seller'') 


OF THE FIRST PART 
-and - 


ALBERTA AND SOUTHERN GAS CO. LTD., 


) a body corporate, having an office and carrying on 
business in the City of Calgary, in the Province of 
Alberta, 


(hereinafter referred to as ''Buyer'') 
OF THE SECOND PART 
WITNESSETH THAT: 
WHEREAS Buyer is a subsidiary of Pacific Gas and Electric Company, 
a California corporation, hereinafter referred toas''P. G. and E."; 
AND WHEREAS P. G. and E. and certain subsidiaries (including 
Buyer) and/or affiliates of P. G. and E., , hereinafter referred to as ''the partici- 
pants'', propose to construct and operate-a natural gas pipeline project, herein- 
after called ''The Project", having for its principal purpose fe transportation of 
gas purchased by Buyer to the existing integrated transmission and distribution 


system of P. G. and E. in the State of California; 
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AND WHEREAS Seller owns or controls petroleum and natural 
gas rights or interests therein in the Homeglen Rimbey Field, and Seller 
will have a supply of gas available from said Field and desires to sell such 
gas to Buyer, 

AND WHEREAS Buyer proposes to purchase such gas from 
Seller together with natural gas from others for The Project. 

NOW THEREFORE it is hereby agreed as follows: 


ARTICLE I - DEFINITIONS 


ee enc emeres (eee 


1 For the purpose of this Contract the following words and terms 
are defined as follows: 

(a) The word "day" shall mean a period of twenty-four (24) con- 
secutive hours, beginning and ending at 8:00 o'clock A.M. Mountain Stand- 
a leit , 

(b) The word ''month' shall mean a period beginning at 8:00 
o'clock A.M. onthe first day of a calendar month and ending at 8:00 o'clock 
A.M. onthe first day of the next succeeding calendar month. 

(c) The term "contract year'' shall mean a period of twelve con- 
secutive months beginning with the month of July, the first contract year to 
begin with the month of July next following the date natural gas is first de~ 
livered hereunder, 

(d) The word ''gas" shall mean either natural gas obtained from 
the wells or the residue remaining after the natural gas has been treated for 


the removal of any of its constituent parts other than methane and for the 
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removal of methane to such extent as is necessary in removing other con- 
stituents, as the context may require. 

(e) The term ''Buyer's facilities'' shall mean the facilities con- 
stituting The Project, together with such gathering facilities if any, as may 
be built by others which are necessary to receive and transport the quantities 
of gas which Buyer undertakes to buy under this Contract. 

(f) The term "Seller's facilities'' shall mean such facilities as 
are required for Seller or its nominee to gather, process and deliver gas to 
Buyer in accordance with the terms and conditions of this Contract. 

(g) The term 'Mcf'' shall mean one thousand (1000) cubic feet of 
gas as determined on the measurement basis set forth in Article VI hereof. 

(h) The term 'BTU" shall mean British Thermal Unit. 

(i) The term "gross heating value" shall mean the number of 
BTUs in a cubic foot of gas at a temperature of sixty degrees (60°) Fahren- 
heit, saturated with water vapor, and at an absolute pressure equivalent to 
thirty (30) inches of mercury at thirty-two degrees (32°) Fahrenheit. 

(j) The term "Seller's lands" shall mean those lands in the north 
half of Section 36, Township 42, Range 2 West of the Fifth Meridian, in the 
Province of Alberta under and from which Seller now has or may hereafter 
acquire the right to drill for, produce and dispose of gas, and the said right. 

(k) The word ''lease' shall mean any right of the Seller to drill 
for, produce and dispose of gas in, under and from Seller's lands, and shall 


include any document evidencing such right. 


Ste 
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(1) The word ''reserves'"' where used as a noun herein shall mean the 
) quantities of merchantable gas which will be available to Seller from the total 
quantities of gas economically recoverable from Seller's lands after processing 
to satisfy the quality specifications of Section 1 of Article V hereof. 
ARTICLE II - CONDITIONS" 
be Before The Project can be constructed and operated, all permits, 
certificates, and other authorizations required under applicable laws and regu- 
lations must be obtained. Buyer represents that Buyer and the other partici- 
pants in The Project will use diligent efforts to procure such authorizations. 
Buyer shall notify Seller in writing within thirty (30) days after each such author- 
izations, in form acceptable to the participants, has been obtained, and furnish 
Seller a copy of such authorization. If such authorization contains conditions that 
) would preclude Buyer from fully performing this Contract in accordance with its 
terms, Seller may within thirty (30) days after receipt of Buyer's notice give 
Buyer written notice of intention to terminate this Contract, stating in said notice 
the particular grounds of objection to the authorization; and unless Buyer shall 
promptly cause an application for rehearing to be made and such rehearing shall 
result in fis authorization being modified so as to meet Seller's objection, then 
this Contract shall terminate. In the event that on or before the expiration of fif- 
teen (15) months from the date hereof all necessary authorizations in form accept- 
able to the participants from the governmental authorities of the Province of 
Alberta shall not have been obtained, Seller may terminate this Contract by written 
notice to Buyer within sixty (60) days thereafter, and in the event that on or before 


) the expiration of twenty-four (24) months from the date hereof all other necessary 


4, 
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authorizations, in form acceptable to the participants, shall not have been obtained, 
Seller may at any time thereafter give Buyer sixty (60) days' written notice of its 
intention to terminate this Contract and, unless prior to the expiration of said sixty 
(60) day period all of said authorizations shall have been obtained, this Contract 
shall terminate at the end of said sixty (60) day period. 

gs Buyer represents that immediately upon all such authorizations being 
obtained by the participants, they will proceed with due diligence to construct The 
Project, and Seller agrees that it will proceed with due diligence to construct 
Seller's facilities and otherwise provide for the delivery of gas as required by 
this Contract. Each party hereto will use its best efforts to the end that The 
Project may be placed in operation by 30 November 1960. Inthe event Seller is 
capable of delivering into The Project the quantity of gas required hereunder by 
30 June 1961, or the expiration of thirty (30) months after all such authorizations 
have been obtained, whichever is the later, then, unless excused by Article XI 
hereof, Buyer shal) thereafter pay for the quantity of gas it is obligated hereunder 
to take, or pay for if it does not take. 
ARTICLE Il - RESERVATIONS OF SELLER 

yy Seller hereby expressly reserves to itself the following rights, namely: 
to operate its properties, free from any control by Buyer, in such manner as 
Seller in its sole discretion may deem advisable, including, but not so as to restrict 
the generality of the foregoing, the right to determine whether or not any additional 
well will be drilled, or when and whether any well will be reworked or recompleted, 
or when and whether any of Seller's leases or gas wells cannot or has ceased to 


produce gas in paying quantities and is to be released or abandoned; to determine 
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the manner in which the quantities of gas to be delivered hereunder shall be allo- 
cated to and produced by Seller from ous respective gas wells of Seller on Seller's 
lands; to deliver to the persons entitled thereto the quantities of gas which such 
persons have reserved and are entitled to take in kind from Seller's lands; and 

to assign or farm out, subject to this Contract, any of Seller's leases. 

as Seller reserves to itself quantities of gas which may be required for 
the development and operation of Seller's lands for the production of petroleum 
and natural gas, including but not limited to, gas for gas lift operations and 
return to reservoir so long as such gas lift operations and return to reservoir 
do not interfere with Seller's ability to deliver the quantity of gas required here- 
under, Seller also reserves to itself sufficient quantities of gas for the oper- 
ation of separator equipment, gasoline, and other extraction plants, compressor 
stations, and other facilities for the processing or handling of the gas to be 
delivered hereunder and the products extracted therefrom. 

58 Seller may extract or permit the extraction of non-hydrocarbons and 
hydrocarbons other than methane from the gas to be delivered hereunder, and 
shall have the right to remove such methane as is necessarily removed from the 
gas in recovering other constituents; provided that Seller by such processing shall 
not reduce the gross heating value per cubic foot below one thousand (1000) BTUs 
unless required to do so to render the gas capable of meeting the quality specifi- 
cations set forth in Article V hereof. 

4, Seller may unitize any of Seller's leases in said field and may partici- 
pate in any oil or gas proration, conservation, ratable taking or other similar 


program, provided that in the event Seller's leases are unitized with other 
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properties in said field this Contract will cover Seller's interest in the unit de- 
rived from such leases and the gas attributable the reto, and rea further that 
in the event such unitization or other ach program is entered into voluntarily by 
Seller, it shall use its best efforts to protect Buyer's rights he neiner and to 
prevent on appreciable reduction or postponement in the delivery to Buyer of the 
quantities of gas set forth in Article IV hereof. 

aye Seller shall not be required by the provisions hereof to produce any 
well in excess of its allowable rate of flow as fixed by law or regulatory bodies, 
or in excess of its maximum efficient rate of flow as determined by Seller, or 
in excess of the current rate of production permitted Seller under the terms of 
applicable operating agreements in the case of a well jointly operated with other 
parties, whichever is the smallest quantity. 

oi For the period prior to the date on which The Project is placed in 
operation and for periods during which Buyer is prevented from taking delivery 
of gas hereunder by any of the causes mentioned in Article XII, Seller shall have 
the right to sell and deliver gas to others in such quantities as may be necessary 
to prevent the flaring of gas or the termination of any of Seller's leases by 
reason of non-production or to prevent drainage. 
ARTICLE IV - QUANTITY OF GAS 

I, Seller estimates that ia presently proven and probable reserves are 
equal to a volume of not less than 4,500 Mcf per day for a twenty (20) year period. 
rhe Daily Contract Quantity which is subject to increase-or decrease from time 
to time pursuant to the provisions of this Contract is initially 4,500 Mcf per day. 


Subject to the terms and conditions of this Contract, Seller agrees to sell and 
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deliver gas to Buyer at the point of delivery referred to in Article VIII, 
when and as requested by Buyer, and Buyer agrees to purchase gas from 
Seller as follows: 

(i) In the event that the date of first delivery hereunder is prior 
to 30 June 1961, for the period from the date of first delivery to 30 June, 
1961, Seller shali use its best efforts to deliver each day to Buyer the 
volume of gas requested by Buyer up to one hundred and twenty percent 
(120%) of the Daily Contract Quantity and Buyer shall, during said period, 
use its best efforts to take an average daily volume equal to ninety percent 
(90%) of the Daily Contract Quantity. 

(ii) For the period beginning on 1 July 1961 or, if it be later, 
the date of first delivery hereunder, but in no event later than the expir- 
ation of thirty (30) months after all authorizations referred to in Article 
II have been obtained, and ending the next succeeding June 30, and each 
contract year thereafter for the remainder of the term hereof, Seller shall 
deliver each day to Buyer the volumes of gas requested by Buyer up to one 
hundred and twenty percent (120%) of the Daily Contract Quantity; and 
Buyer shall take during each contract year, if available hereunder, or pay 
for, if available and not take hereunder, a minimum average daily volume 
equal to ninety percent (90%) of the Daily Contract Quantity; provided, how- 
ever, that Buyer shail take, if available hereunder, not less than a minimum 
average daily volume equal to eighty percent (80%) of the Daily Contract 


Quantity during each month and a minimum volume equal to seventy-five 
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percent (75%) of the Daily Contract Quantity on each and every day. 

a. Seller agrees that not later than the date The Project is ready 
for operation Seller's facilities shall be sufficient to enable it to deliver 
one hundred and twenty percent (120%) of the initial Daily Contract 
Quantity, and that if will use diligent efforts to maintain deliverability of 
one hundred and twenty percent (120%) of the Daily Contract Quantity as 
it may exist from time to time thereafter. 

Ly If Puyer fails to take an average daily quantity equal to ninety 
percent (90%) of the Daily Contract Quantity for any period specified in 
Subsection (ii} of Section 1 of this Article, Buyer shall have the right 
during the next two succeeding contract years after it has taken an average 
daily quantity equal to ninety percent (90%) of the Daily Contract Quantity 
during each such year, to take without further payment a quantity of gas 
up to the quantity paid for but not taken, but not to exceed on any one day, 
unless Seller consents thereto, a total volume greater than one hundred 
and twenty percent (120%) of the Daily Contract Quantity. 

4. if Seller fails for any twenty (20) days during any month to celiver 
to Buyer the daily quantity of gas reque sted by Buyer up to one hundred and 
twenty percent (120%) of the Daily Contract Quantity (Buyer being ready, able 


and willing to take and pay for such quantity of gas) Buyer may notify Seller 
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in writing of such failure or failures, Seller shall have such time as 
may be necessary, but in no event more than six (6) months from the 
date of receipt by Seller of Buyer's notice, in which to restore its 
ability to deliver such quantity, during which period the Daily Contract 
Quantity shall be reduced temporarily to a volume equal to eighty-three 
and one-third percent (83-1/3%) of the average daily volume of gas 
Seller delivered to Buyer during the twenty (20) days on which Buyer's 
notice was based. In the event Seller fails to restore its ability to 
deliver one hundred and twenty percent (120%) of the Daily Contract 
Quantity in effect prior to such notice, as evidenced by Seller's failure 
to deliver such quantity on each day of a thirty (30) consecutive day test 
conducted by Seller and Buyer for the thirty (30) day period commencing 
on the day following the end of said six (6) months period, or at such 
earlier time as Seller may request, the Daily Contract Quantity shall 
be reduced to a volume equal to eighty-three and one-third percent 
(83-1/3%) of the average daily volume of gas Seller delivered to Buyer 
during the last fifteen (15) days of said delivery test. 

en If in any contract year there are in effect two or more 
volumes representing the Daily Contract Quantity, then Buyer's mini- 


mum obligation for such contract year to pay for gas, whether or not 
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taken, shall be based upon the sum of the products of ninety percent 
(90%) of each such volume and the number of days each such volume 
was in effect, 

6, It is the intent of this Cantract, that conditional upon 
Seller having sufficient deliverability, Buyer shall take from Seller 
the latter's faix share of the gas produced from the Homeglen Rimbey 
eld. If at any time after the first delivery of gas hereunder Seller 
believes that the Daily Contract Quantity is less than such fair share, 
Seller may notify Buyer, and Buyer agrees to negotiate with Seller 
in an attempt to establish a revised Daily Contract Quantity which will, 
as nearly as possible, represent Seller's said fair share. Should 
Buyer and Seller be unable to reach agreement, either party shall have 
the right to refer the matter to arbitration in accordance with Article 


XV hereof, 


ARTICLE V - QUALITY OF GAS 


CeCe eee 


l. ane gas delivered hereunder shall be merchantable gas at 


all times complying with the following quality requirements: 
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(i) Heating Value: The gas delivered hereunder shall have a 
gross heating value of not less than nine hundred and seventy-five (975) 
BTUs per cubic foot, but, with the consent of Buyer, gas at a lower gross 
heating value may be delivered. 

(ii) Freedom from Objectionable Matter: The gas delivered by 
Seller hereunder: 

(a) Shall be commercially free from sand, dust, gums, crude oil, 
impurities and other objectionable substances which may be injurious to 
pipe lines or which may interfere with its transmission through pipe lines 
or its commercial utilization. 

(b) Shall not have a hydrocarbon dew-point in excess of fifteen de- 
grees (15°) Fahrenheit at pressures up to eight hundred (800) pounds per 
square inch gauge. 

(c) Shall not contain more than one (1) grain of hydrogen sulphide 
per one hundred (100) cubic feet. 

(d) Shall not contain more than ten (10) grains of total sulphur per 


one hundred (100) cubic feet. 


(e) Shall not contain more than two percent (2%) by volume of carbon 
dioxide. 
(f) Shall not contain more than four (4) pounds of water vapor per 


one million (1,000,000) cubic feet. 
(g) Shall not exceed one hundred and ten degrees (110°) Fahrenheit 
in temperature at the point of delivery. 


(h) Shall be as free of oxygenas Seller can keep it through the 
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exerci AA of all reasonable precautions, and éhall not in any event contain 
more than four-tenths of one percent (0. 4%) by volume of oxygen. 

2. Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made 
by Seller, at Seller's expense, by approved standard methods in general 
use in the gas industry, and the water vapor content of such gas shall be 


determined by Seller, at Seller's expense, by the use of a dew-point appar- 


' atus approved by Buyer and Seller. Tests shall be made by Seller trequently 


enough to assure that the gas is conforming continuously to the quality require- 
ments. Buyer shall have the right to require Seller to remedy any deficiency 
of the gas in quality and, in the event such deficiency is not remedied, the 
right, in addition to all other remedies available to it by law, to require Seller 
to discontinue deliveries hereunder until such deficiency is remedied. lf Seller 
is unable to rernedy the deficiency, Buyer shall have the right to reduce the 
Daily Contract Quantity, as provided in Article IV, to eighty-three and one- 
third percent (83-1/3%) of the volume which the Seller can deliver in conform- 


ity with the quality requirements hereof. 


ARTICLE VI - MEASUREMENT 


l. Unit of Measurement: The unit of volume for purposes of measure- 
ment hereunder, except for gross heating value, shall be one (1) cubic foot 
of gas at a temperature of sixty degrees (60°) Fahrenheit and at a pressure 
of fourteen and seventy-three one-hundredths (14.73) pounds per square inch 


absolute. For purposes of measurement the atmospheric pressure at the 
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point of measurement hereunder shall be assumed to be constant at thirteen 
and one-tenth (13.10) pounds per square inch abgolute. 


(ae Sales Unit: The sales unit of the gas delivered hereunder shall be 


one thousand (1000) cubic feet. 


34 Method of Measurement: All measuring equipment, devices and 


dO teeter prem ad RAR I beer ee eee pa Par 


materials required in this ete shall be installed, maintained, and operated, 
or furnished, by Buyer at Buyer's expense. Seller may install and operate 
check mea Su ring equipment provided it does not interfere with the use of Buyer's 
equipment. Jn determining the volumes of gas delivered by Seller to Buyer at . 
the point of delivery the following practices shall prevail: 

(i) Metering: The gas shall be metered by one or more orifice 
meters installed and maintained, and volumes shall be measured (except for 
correction for deviation from Boyle's Law), in accordance with the methods 
prescribed in "Orifice Metering of Natural Gas", Gas AMexddeent ent Committee 
Report No. 3, of the American Gas Association, including the Appendix thereto, 
as published April 1955 or any subsequent revision thereof acceptable to Buyer 
and Seller. Correction shall be made for deviation of the gas from Boyle's 
law at the pressure and temperature at which the gas is metered. To deter- 
roine the factors for such correction a quantitative analysis of the gas shall be 
made at reasonable intervals with such apparatus as shall be agreed upon by 
Buver and Seller, and such factors shall be obtained from data contained in 
"Supercompressibility Factors for Natural Gas", Volumes 1 through 6, in- 


clusive, or in 'Tables for the Determination of Supercompressibility Factors 
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for Natural Gas containing Nitrogen and/or Carbon Dioxide'', Volume 7, as 
published by the American Gas Association in 1955, or any subsequent revision 
thereof acceptable to Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific gravity of the 
gas being metered shall be made by Buyer in accordance with the American 
Petroleum Institute's Recommended Practice 50A dated April 1953, or any 
subsequent revision thereof acceptable to Buyer and Seller. The gas samples 
to be tested shall be representative of the gas being metered at the time such 
samples are taken and may be either spot samples or samples taken over a 
period of time. Samples shall be taken at reasonable intervals by Buyer, 
provided that Buyer shall take additional samples when requested by Seller so 
todo. The specific gravity determined by any test shall apply to the gas 
metered from the date the spot sample was taken or from the commencement 
date of a sample taken over a period of time, as the case may be, until the next 
test. 

(iii) Temperature: The flowing temperature of the gas being meter- 
ed shall be determined by means of a recording thermometer of a type accept~- 
able to Buyer and Seller, installed and maintained by Buyer in accordance with 
the specifications set forth in said Gas Measurement Committee Report No. 3. 
The arithmetical average of readings each day shall be deemed the gas temper- 
ature and used in computing the volume of gas metered during such day. 


(iv) Correction and Adjustment: If at any time any of the measuring 


equipment is registering inaccurately by an amount exceeding two percent (2%) 
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at a reading corresponding to the average hourly rate of flow since the last 
preceding test, the previous readings of such equipment shall be corrected 
to zero error for any period definitely known or agreed upon, or if not so 
known or agreed upon, for a period of sixteen(16) days or one-half (1/2) 
of the elapsed time since the last test, whichever is shorter. If the 
measuring equipment is out of service, the volume of gas delivered during 
such period shall be determined: 

(a) by using the data recorded by any check measuring equipment 
accurately registering; or 

(b) if such check measuring equipment is not registering accurately 
but the percentage of error is ascertainable by a calibration test, by using 
the data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above can be used, 
by estimating the quantity delivered, by reference to deliveries under simi- 
lar conditions during a period when the equipment was registering accurately. 
No correction shall be made in the recorded volumes of gas delivered for in- 
accuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is commingled 
with gas of other producers in said Field at the point of delivery, the pract- 
ices set forth in the preceding Subsections of this Section 3 shall be applicable 
to the said commingled gas and Seller shall cause the operator of the process - 
ing plant to advise Buyer as to how the commingled gas taken by Buyer at such 


point shall be allocated between Seller and such other producers. 


16 


? 


4 Wal 


gual 
_ z, »» 


hs 
tasl ed! gonie wont lo stet vinvodl egeteve od) 0) gatbnogeatt]s ge bss: 


batoo1r109 od ilade josmigivps dove lo aygaibsoet evoivetqd en) ,jae? ant baoe a 
ie 

on ton i 30 .« bsernas to awond ylistialieh bolasq yite 10T 1031S O78 
i] 
(G\1) Ued-seo to evab ( lesatxte lo boitisaq s 407 , Moqy bes'tgs 10 avwonal 7 
»~ 202% 4 a. ‘ 7 Sen ree a: A ef We OTL > twig baaqsis asi? lo. 
it . sory ; 20 Juo al meri hips gti Tee Bort 
bontriisieb od Uade bolted dove 


Fe) ; ; 8 : - | » : 9" Ass ' 17 atit Gui “dc (s) 


TO “istlutpey visletw206a 


. ¢ iP : ae! SiC aos? ae : ra? if : ¥ 2 , he ed Be | od aril fud 


gx @) bs iodo ,bsbrose1 stab sit 

'? ' ’ vous 4 bru \4 non vag Boe t Si o tediien U (2) 
= 
*T> - : 7 128 yi SAI) or } 1 tamites ¥d 


WOOL Bi ast &€ Ts? ree i} noacw t oo -« afttigh enollibaos wel ~~ 


t beatevilab eng to lay bebtropat ell at abem sd Ilane molisart6on ow 


aval {ges y wi te 9? ery kites 3 itue sam wat BSsIDBTU90E 
bof arrt (rtcrroD eon a'ralie®? ted) tesve od) ol e:) to motisnollA (y) 
loatg odt ,ytsvileb to taioy oft i4 biaiD bigu at etesubo1g 15di0 te esg aiiw 


an 
le 

sidagoilags sd fiade € woijoee eirl) to anollonedued guibeceta of? ah Ais0t fee a%at - 
* . 7 

eee 

“B2a>o01q on? 30 1Olsieqo si! sauea Mende telisd bre RSY iol garter wD bine os \e 


_ 


ra . 
finue Je 1eyvG vd ose? easy bal gairtetos oft wod of 6 teyull Saiviba 6) tac 
“ & : 
: } 
-axtsouborg tadto dous bos telleg asewted betaoolls ad ileds tale 
ta 


yy ro 
Pl stv! 


7 


Ar 


10/4 


4. Heating Value: Tests to determine the gross heating value of gas 
delivered shall be made by Buyer utilizing a Cutler-Hammer recording 
calorimeter, or the equivalent, operated and maintained in accordance with 
General Order No. 58B, "Standards of Calorimetry for Gaseous Fuels", 
approved December 28, 1955 by the Public Utilities Commission of the State 
of California, or any subsequent revision thereof acceptable to Buyer and 
DeLlLers The gas sarnples to be tested shall be representative of the gas 
delivered at the time such samples are taken and may be either spot samples 
or sainples taken over a period of time. Samples shall be taken at reason-~- 
able intervals by Buyer, provided that Buyer shall take additional samples 
when requested by Seller sotodo. The gross heating value determined by 
any test shall apply to the gas delivered from the date the spot sample was 
taken or from the commencement date of a sample taken over a period of 
time, as the case may be, untilthe next test. The gross heating value per 
cubic foot of gas delivered shall be determined for any month by taking the 
arithmetical average of the daily heating values as determined in accord- 
ance with this Section 4. 


ARTICLE VII - MEASURING AND TESTING EQUIPMENT 


sas merase ree tee 


ie Testing Meter Equipment: The accuracy of Buyer's measuring 
equipment shall be verified by test, using means and methods acceptable to 
Seller, at least once each month and at other times upon request of Buyer or 
Seller. Notice of the time and nature of each test shall be given by Buyer 


to Seller sufficiently in advance to permit convenient arrangement for Seller's 
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representative to be present. Tests and adjustments shall be made in the 
presence of and observed by a representative of Seller, if present, and if 
any of the measuring equipment is found to be registering inaccurately in 
any percentage, it shall be adjusted at once to read as accurately as possible. 
If, after notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. All 
tests of such measuring equipment shall be made at Buyer's expense, except 
that Seller shall bear the expense of tests made at its request if the inaccur- 
acy is found to be two percent (2%) or less. 

are Inspection of Equipment: Buyer and Seller shall have the right to 
inspect equipment installed or furnished by the other, and the charts and 
other measurement or test data of the other, at all times during business 
hours; but the reading, calibration and adjustment of such equipment and 
changing of charts shall be done only by the party installing and furnishing 
same. Unless the parties otherwise agree, each party shall preserve all 
original test data, charts and other similar records in such party's possess- 


ion for a period of at least six (6) years. 


ARTICLE VIII - DELIVERY PRESSURE AND POINT OF DELIVERY 


1% The delivery pressure of the gas delivered hereunder shall be any 
pressure required by Buyer not in excess of nine hundred (900) pounds per 
square inch. Inthe event that compression facilities are required to bring 
such gas to the pressure required by Buyer under this Section, then Seller 


shall have the option of installing such facilities, and in the event that Seller 
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does not desire to install such facilities, then Buyer shall have the right to 
do so. Inthe event that both Buyer and Seller elect not to install compression 
facilities, then the Daily Contract Quantity shall be reduced to a volume equal 
to eighty-three and one-third percent (83 1/3%) of the daily quantity of gas 
Seller is then capable of delivering to Buyer at such delivery pressure. If 
Buyer requests gas at a pressure higher than herein provided and Seller is 
willing and able to maintain such higher pressure, then Seller shall be compen- 
sated for such higher pressure at a rate agreed upon between Buyer and Seller. 

rap The point of delivery of all gas delivered hereunder shall be where 
such gas leaves Seller's facilities and enters Buyer's facilities at a central 
point in the field or at the outlet of the plant where Seller's gas is processed. 

cP Title to all gas delivered hereunder shall pass from Seller to Buyer 
at the point of delivery. Until passage of title Seller shall be deemed to be in 
control and possession of and be responsible for such gas, and thereafter 
Buyer shall be deemed to be in control and possession of and be responsible 
for such gas. 
ARTICLE IX - TERM OF CONTRACT 

Subject to the other provisions hereof, this Contract shall be effect- 

ive from the date hereof and shall continue for a period of twenty-five (25) 
contract years or until the expiration of Buyer's authorization to remove gas 
purchased hereunder from the Province of Alberta, whichever first occurs. 
ARTICLE X - PRICE 


1 (i) The prices to be paid by Buyer for gas delivered hereunder or 
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required to be paid for if tendered and not taken, during the following respect ~ 
ive periods, unless changed as hereinafter provided, shall be as follows: 
Period | Price 
From the date of initial delivery through 


ea aed ote ee ieee ce ee enre e  kOG per NEC 
From July 1, 1961 through June 30, 1962 ... 14,.50¢ per Mcf 


From July 1, 1962 through June 30, 1963 .,. 15.25¢ per Mcf 
From July 1, 1963 through June 30, 1964... 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965 ... 16.25¢ per Mcf 
From July 1, 1965 through June 30, 1966 ... 16.50¢ per Mcf 
From July 1, 1966 through June 30, 1967... 16.75¢ per Mcf 
From July 1, 1967 through June 30, 1968 ... 17. 00¢ per Mcf 
From July 1, 1968 through June 30, 1973... 17.25¢ per Mcf 
From July 1, 1973 through June 30, 1978 ... 18. 50¢ per Mcf 
From July 1, 1978 through June 30, 1983... 19.75¢ per Mcf 


From July 1, 1983 and thereafter during 
Pertorire Weredrurra. Gi rec settee 2 eel O0G i ped: Mer 


The foregoing prices are expressed in Canadian currency. 

(ii) Buyer and Seller shall endeavor to renegotiate the prices to be 
paid pursuant to this Contract for the pricing period commencing on July 1, 
1968 and at each five year interval thereafter during the term of this Contract. 

(iii) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the manner 
in which negotiations are proceeding, then such party shall have the right to 
refer the matter to arbitration in Papen with Article XV, and the arbitrat- 
ors shall have the responsibility of determining fair market prices and the 
effective date thereof. 

Regardless of anything herein elsewhere contained, any prices fixed 
by renegotiation or by arbitration shall in no event be effective earlier than the 


first day of such pricing period or be lower than the prices set forth in Subsection 
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(i) of this Section beg 

Ls The prices stated in Subsection (i) of Section 1 of this Article X 
shall be applicable to gas delivered hereunder for any month with a gross 
heating value per cubic foot of gas of no more than one thousand and twenty- 
five (1025) BTUs and no less than one thousand (1000) BTUs. If the gross 
heating value per cubic foot of gas delivered hereunder for any month is 
less than one thousand (1000) BTUs or more than one thousand and twenty- 
five (1025) BTUs, the price of such gas shall be the product of the price 
stated in Subsection (i) of Seseest 1 of this Article X and the applicable 


multiplier selected from the following table: 


BTU Content Multiplier 
For gas with a BTU content of less than 975 to 950 inclusive 2400 
For gas with a BTU content of less than 1000 to 975 inclusive 2975 
For gas with a BTU content of more than 1025 to 1050 inclusive 1.025 
For gas with a BTU content of more than 1050 to 1075 inclusive 1.050 
For gas with a BTU content of more than 1075 to 1100 inclusive 1,075 
For gas with a BTU content of more than 1100 to 1125 inclusive 1, 100 
For gas with a BTU content of more than 1125 Paleo 
a8 If at any time during the term of this Contract any new or increased 


occupation, production, severance or sales tax or taxes of similar nature 

or equivalent in effect (not including income, capital stock, franchise or 
property taxes), other than or in excess of a tax prevailing as of the date 

hereof, shall be imposed Ly any lawful authority on the gas delivered to Buyer 
pursuant to this Contract or on or in respect to the production thereof, or on the 
sale thereof, so that Seller shall be required to pay such increase either directly 


or indirectly, Buyer shall, subject to the conditions hereinafter set forth, pay to 
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Seller one-half (1/2) of such new taxes or one-half (1/2) of any such increase 
in taxes. Incase any such reimbursement of taxes is to be made, Seller shall 
notify Buyer immediately and shall within ninety (90) days prepare and submit 
to Buyer a statement setting forth the amount of such new or additional taxes 
that it has paid, and within thirty (30) days after submission of such statement 
Buyer shall reimburse Seller to the extent of one-half (1/2) of such new or 
additional taxes as herein defined which Seller shall have so paid. 

4. Notwithstanding any provision of this Contract to the contrary, if in 
order to comply with or by reason of any present or future law, rule, regulat- 
ion or order of any governmental authority having jurisdiction, the basis or 
method of measurement of gas delivered hereunder is changed, then the price 
per Mcf for gas purchased hereunder shall be adjusted so that Seller will re- 
ceive the same total payment as would have been received had no such change 
in the basis or method of measurement been made. 

Ba On or before August 15th of each year of the term hereof, commenc~ 
ing with the year 1968, Buyer will give written notice to Seller stating therein 
the weighted average of Buyer's cost per Mcf of gas purchased (including gas 
paid for but not taken) for the contract year ending on the immediately preced- 
ing June 30th, from gas producers delivering gas to Buyer or Buyer's nominee, 
from fields other than oil fields located in whole or in part within the Province 
of Alberta. In the event such weighted average of Buyer's cost per Mcf is 
greater than the price per Mcf payable to Seller under the provisions of this 


Contract other than the provisions of this Section 5 for gas deliverable to Buyer 
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hereunder for any month during the twelve (12) months period commencing on 
the next following November lst, Buyer will increase the price per Mcf pay- 
able to Seller for gas delivered hereunder during each such month by an 
amount equal to the difference between such weighted average of Buyer's cost 
per Mcf and such price per Mcf payable to Seller under the Bebra: of 
this Contract other than the provisions of this Section 5. The term "Cost 
per Mcf" as used herein shall mean the purchase price per Mcf, plus the 
amount per Mcf, if any, paid by Buyer to a producer for the kind of taxes 
included in Section 3 of this Article paid or payable by the producer, and 
such purchase price per Mcf shall be determined with respect to such other 
purchases on the same basis of quality (including BTU content), measure- 
ment, and terms and conditions of delivery as provided for gas delivered 
hereunder. 

6, Currency Adjustment: 

(i) During any month in which the arithmetical average of the daily 
exchange rate of Canadian currency and United States currency as published 
at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern Daylight 
Time, as the case may be, by the Bank of Canada at the City of Ottawa, is 
not more than One Hundred and Five (105) United States Cents or not less than 
Ninety-five (95) United States Cents for One (1) Canadian Dollar, then the 
total quantity of gas delivered by the Seller to the Buyer in such month shall 
be considered sold and purchased at the prices provided for herein in Canadian 
currency. 


(ii) During any month in which the average exchange rate determined 
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as provided in Subsection (i) above is in excess of One Hundred and Five (105) 
United States Cents and is not more than One Hundred and Ten (110) United 
States Cents for One (1) Canadian Dollar, or is less than Ninety-five (95) 
United States Cents but not less than Ninety (90) United States Cents for One 
(1) Canadian Dollar, then the total quantity of gas delivered by the Seller to 
the Buyer in such month, subject to the provisions of Subsection (v) of this 
Section 6, shall be considered sold and purchased at the price in Canadian 


currency calculated as follows: 


LET: Pc = price payable in Canadian currency during the month; 
C = the volume of gas sold out of The Project during such 
month to purchasers for use in Canada; 
US = the volume of gas sold out of The Project during such 
month to purchasers for use in the United States; 
P 4=) “price in the Contract; 


E = the average exchange rate during such month determin- 
ed in accordance with the provisions of Subsection (i) 
above; 


THEN: Incase such average exchange rate exceeds One Hundred and 
Five (105) United States Cents for One (1) Canadian Dollar: 


Poge (ineGa six P; ) . (US. x, P x.105 } 
(Ci US (CUS Ee) 


In case such average exchange rate is less than Ninety-five 
(95) United States Cents for One (1) Canadian Dollar: 


Pe=( C Sta ik) - re 8 FS RE Set See ia 
(C + US ) (Cc ~ US E ) 


(iii) In the event that such average exchange rate exceeds One 


Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
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States Cents for One (1) Canadian Dollar for less than three (3) consecutive 
months, the price payable by Buyer to Seller for gas delivered hereunder ae 
ing such months shall be adjusted a accordance with the applicable formula 
set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Ninety (90) United States Cents, respectively, as 
the case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for at least three (3) consecutive 
months, then the currency adjustment formula to be used for such months 
and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however, that pending completion of 
such renegotiation the price payable by Buyer to Seller shall be calculated 
in accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6. The currency adjustment formula agreed upon in such renegot- 
iation shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Canadian Dollar, and the pay- 
ments between Buyer and Seller shall be adjusted accordingly. If the parties 
are unable to agree upon a currency adjustment forraie within six (6) months 
then either party shall have the right to have the currency adjustment formula 
applicable during such period determined by arbitration in accordance with 


Article XV. 
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(v) In no event shall the value of 'Pc'' as calculated under the pro- 

visions of Subsections (ii), (iii), and (iv) (for the period pending renegotiation 
as provided therein) of this Section 6 exceed or be less than the value of 'P", 
as the case may be, by more than One (1) Cent per Mcf. 
ARTICLE XI - BILLINGS AND PAYMENTS 

he Buyer shall render to Seller on or before the fifteenth day of each 
month a statement as to the amount of gas delivered by Seller during the 
month preceding. Seller shall render an invoice therefor as soon as practic- 
able after receipt of said statement. Unless objected to by either party with- 
in thirty (30) days after either the receipt by Seller of said statement, or, if 
during said thirty (30) day period Seller has requested the related meter charts, 
after the receipt of such charts, said statement shall be accepted by both parties 
as correct, Buyer agrees to make payment (in Canadian currency) to Seller 
on or before the twenty-fifth day of such month or the tenth day after receipt of 
Seller's invoice, whichever shall occur later. Should Buyer fail to pay any 
amount due to Seller by the due date, interest thereon shall accrue at the rate 
of six percent (6%) per annum from such date until paid; and if such failure to 
pay continues for sixty (60) days, Seller thereafter may suspend deliveries of 
gas hereunder and if such failure continues for thirty (30) additional days, 
Seller thereafter may, in addition to any other rights Seller may have, terminate 
this Contract; provided, however, in order for Seller to have the right to sus- 
pend deliveries or terminate this Contract, Seller must first have notified Buyer 


in writing fifteen (15) days prior to exercising either or both of such rights of its 
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intent to do so and give Buyer the right to pay the amount so due to Seller with- 
in such fifteen (15) day period. Either Buyer or Seller may submit to arbitrat- 
ion in accordance with Article XV any dispute as to the amount due Seller for gas 
delivered hereunder, and pending the arbitrators! award Seller's remedies here 
inabove provided shall be suspended as to the amount in controversy. 

fale If, by reason of the provisions of Article IV hereof that Buyer shall 
pay Seller for an average daily volume equal to ninety percent (90%) of the 
Daily Contract Quantity during each contract year, whether taken or not, a pay - 
ment for gas not taken shall be due Seller from Buyer, such payment shall be 
made to Seller within sixty (60) days after the end of the contract year for which 
such payment shall be due, Said payment shall be based on the price in effect 
on the last day of said year. The provisions of Section 1 of this Article as to 
non-payment shall be applicable to this Section 2, 

Ba All calculations with respect to the price per Mcf of gas shall be 
carried to five significant figures and the price per Mcf as so calculated round 
ed to the nearest one-hundredth (1/100th) of a cent. 

ARTICLE XII - FORCE MAJEURE 

by; If either party to this Contract shall fail to perform any obligation 
hereby imposed upon it and such failure shall be caused, or materially contri- 
buted to, by any acts of God, strikes, lockouts, or other industrial disturbances , 
acts of the Queen's enemies, sabotage, wars, blockades, insurrections, riots, 
epidemics, landslides, lightning, earthquakes, floods, storms, fires, washouts 


arrests and restraints of rulers and peoples, civil disturbances, explosions, 
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breakage of or accident to machinery or lines of pipe, hydrate obstructions of 
lines of pipe, temporary failure of gas supply, freezing of write or delivery 
facilities, well BTW ours craterings, inability to obtain pipe, materials or 
equipment including those necessary for The Project, the order of any court 
or governmental steno ay which has been resisted in good faith by all reaspn~- 
able legal means, any act or omission (including failure to take gas) of a 
purchaser of gas from Buyer, of a transporter of gas to Buyer, or of a trans- 
porter of gas purchased by Buyer, which'is occasioned by any event or occur- 
ence of the character described in this Article XIl as constituting force majeure, 
or any other cause, whether of the kind herein enumerated or otherwise, not 
within the control of the party invoking this Article and which by the exercise 
of due bnieence such party could not have prevented, or shall be occasioned by 
the necessity for making repairs to or reconditioning wells, machinery, equip- 
Tenis OT pipelines » not resulting from the fault or negligence of such party, 
such failure shall not be deemed to be a breach of the obligation of such party 
hereunder, but such party shall use reasonable diligence to put itself again in 
a position to carry out its obligations hereunder. The foregoing provision shall 
be construed so as to reduce Buyer's obligation to pay for gas, whether or not 
taken, by an amount proportionate to the quantity of gas Buyer shall be unable to 
take in any contract year as a consequence of any of the aforementioned causes. 
Nothing contained herein shall be construed to require either party to settle a 


strike or lockout by acceding against its judgment to the demands of opposing 


parties, 
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2s No such cause affecting the performance of this Contract by either 
party shall continue to relieve such party from its obligation after the expir-~ 
ation of a reasonable period of time within which by the use of due diligence 
such party could have remedied the situation preventing its performance, nor 
shall any such cause relieve either party from its obligation to make payment 
of amounts then due hereunder, nor shall any such cause relieve either party 
from its obligation unless such party shall give notice thereof in writing to the 
other party with reasonable promptness; and like notice shall be given upon 


termination of such cause. 


ARTICLE XIII - WARRANTY OF TITLE AND RESPONSIBILITY OF SELLER 


Seller represents and warrants that it has full right and authority to 
enter into this Contract, that, subject to unavoidable failure of title and to the 
applicable laws, rules and regulations, Seller's leases are in full force and 
effect and are capable of being maintained and will be maintained by Seller in 
full force ae effect for as long as in Seller's opinion gas can be produced 
therefrom in paying quantities, that Seller has title to,the gas to be sold and 
delivered hereunder and that all such gas is owned and will be delivered by 
Seller free from all liens and adverse claims, including liens to secure pay-=- 
ment of any taxes. Seller shall at all times have the obligation to make 
settlements for all royalties and overriding royalties due and payments to the 
mineral and royalty owners under Seller's leases and other documents, as may 


appear of record or otherwise be binding upon Seller, and in accordance with 


the terms of the respective leases and other documents, and to make settlements 
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with all other persons having any interest in the gas sold hereunder, Seller 
agrees to indemnify Buyer and save it harmless from all suits, actions, debts, 
accounts, damages, costs, losses, liabilities and expenses arising from or 
out of claims of any or all persons to said gas or to royalties, taxes, or other 
charges thereon which attach before the title passes to Buyer or which may be 
levied and assessed upon the sale thereof to Buyer, in the ‘event of any ade 
verse claim of any character whatsoever being asserted in respect to any of 
said gas, Buyer may retain, as security for the performance of Seller's obli 
gations with respect to such claim under this Section, the purchase price there - 
of up to the amount of such claim, without incurring liability for interest, until 
such claim has been finally determined or until Seller shall have furnished 
bond to Buyer conditioned for the protection of Buyer with respect to such claim, 
ARTICLE XIV - RESERVES OF SELLER 

15,3 Seller dedicates exclusively to the performance of this Contract all 
its reserves and Seller agrees to make available to Buyer therefrom sufficient 
gas to ensure performance of this Contract. 

Ye. Commencing in the year 1963, prior to July 1 of said year and of 
each odd numbered year thereafter during the term hereof, Seller and Buyer 
will conduct a joint study of Seller's reserves dedicated hereto and the deliver... 
ability therefrom to determine whether or not Seller is capable of performance 
of this Contract, and, if capable, whether Seller has dedicated to its perfor~ 
mance reserves in excess of those required for performance of this Contract. 


In the event Seller and Buyer are unable to agree upon the amount of reserves 
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dedicated hereto or the deliverability therefrom, or both, a qualified inde- 
pendent consulting engineer or firm (herein referred to as 'Consultant'') 
shall be selected by the parties in the following manner to determine the 
matter in question, Seller and Buyer shall immediately exchange lists 
each coniaining in the order of preference the names of not less than five 
acceptable Consultants. The name appearing highest in the order of pref- 
erence on both such lists shall be employed by the parties as the Consultant, 
In the event that there is no name in common to both such lists, or that there 
are two names accorded equally high preference (considering their respect- 
ive positions on both lists), then the Consultant shall be selected by lot from 
among said two names accorded equally high preference, or, if there be no 
such naxmes, from among the first names on each list. The Consultant so 
employed shall determine the matter in question as soon as feasible. The 
determination of the Consultant shall be final and binding on the parties, and 
the parties shall abide thereby. The fees and expenses of such Consultant 
shail be paid in equal proportions by the Buyer and Seller. 

ote (1) In the event it is determined by the parties or the Consultant 
that reserves are sufficient, but deliverability is insufficient, Seller may pro- 
ceed with such additional development as may be necessary to restore its 
ability to deliver one hundred and twenty percent (120%) of the Daily Contract 
Quantity in effect at the time of such determination. In the event Seller fails 
within six (6) months from and after such determination to complete such 


additional development the Daily Contract Quantity shall be reduced to eighty- 
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three and one-third percent (83-1/3%) of the deliverability. 

(ii) Inthe event it is determined by the parties or the Consultant 
that deliverability is sufficient but reserves are insufficient, then Seller 
shall, within six (6) months from and after such determination, make avail- 
able and dedicate to this Contract such additional uncommitted reserves as 
it may have ee in the exercise of its sole discretion may acquire, as may be 
necessary to make up the deficiency in reserves and which are economically 
produci ble and available at a point of delivery satisfactory to Buyer, In 
the event Seller shall fail to make available the additional reserves necessary 
to make up such deficiency, Buyer shall have the right to reduce the Daily 
Contract Quantity in direct proportion to the deficiency in the reserves re- 
quired for the performance of this Contract for the remainder of the term 
hereof. 

(i111) In the event it is determined by the parties or the Consultant 
that Seller has dedicated reserves in excess of those required for Seller to 
perform this Contract for the remainder of the term hereof, Seller agrees 
to sell and Buyer agrees to purchase the gas from such excess reserves under 
the terms and conditions of this Contract, and the appropriate increase in the 
Daily Contract Quantity and the effective date thereof shall be agreed upon by 
Buyer and Seller or, if they fail to agree, shall be determined by arbitration 
as provided in Article XV. Buyer and Seller agree to use their best endeav- 
ors to procure all permits, certificates, and other authorizations necessary 


to make the gas from such excess reserves available for the purpose of The 
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Projece. in the event the parties cannot obtain such authorizations in form 
acceptable to them within one and one-half (1-1/2) years after the said 
appropriate increase has been agreedupon or determined, then at the election 
of Seller said excess reserves shall be considered surplus to this Contract 
and Buyer shall have no further right to, or control of, such excess reserves 
or any portion thereof and Seller may sell, use or otherwise dispose of any 
gas therefrom in any manner that Seller in its judgment may deem advisable. 
4, Seller, shall, from time to time at Buyer's request, furnish to 
Buyer such geological, engineering and production data available to Seller as 
may be needed for a study of the gas reserves and deliverability thereof, in- 
cluding electrical logs, core analyses and any and all information pertaining 
to such wells; provided, however, that Seller shall not be required to furnish 
any data the release of which would be prejudicial, in Seller's opinion, to its 
interests. 
ARTICLE XV - ARBITRATION 

Any arbitration provided for in this Contract or agreed to by the 
parties shall be conducted in accordance with the following procedures and 
principles: 

Upon the written demand of either party and within ten (10) days 
from the date of such demand, each party shall appoint an arbitrator and the 
two arbitrators so appointed shall Jooin Rely thereafter appoint athird. In 
the event more than one party have executed this Contract as Seller and more 


than one of such parties are involved in the same controversy with Buyer, 
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they shall be considered as one party. If either party shall fail to appoint an 
arbitrator within ten (10) days from the date of such demand, then the arbitrat- 
or shall be appointed by a judge of the Supreme Court of Alberta. If the two 
arbitrators shall fail within ten (10) days from their appointment to agree upon 
and appoint the third arbitrator, then upon the application of either party, such 
third arbitrator shall be appointed by a judge of the Supreme Court of Alberta. 
The arbitrators shall proceed immediately to hear and determine 
the matter in controversy. The award of the arbitrators, or a majority of 
tnem, shall be made within forty-five (45) days after the appointment of the 
third arbitrator, subjectto any reasonable delay due to unforeseen circumstances, 
The award of the arbitrators shall be drawn up in writing and signed 
by the arbitrators, or a majority of them, and shall be final and binding on the 
parties, and tie parties shall abide by the award and perform the terms and con: 
ditions thereof, Unless otherwise determined by the arbitrators the fees and 
expenses of the arbitrator named for the Seller shall be paid by Seller, the fees 
and expenses of the arbitrator named for the Buyer shall be paid by the Buyer 
and the fees and expenses of the third arbitrator shall be paid in equal proport~ 
ion by the Buyer and the Seller. 
ARTICLE XVI - MISCELLANEOUS PROVISIONS 
L, No waiver by Buyer or Seller of any default by the other under this 
Contract shall operate as a waiver of a future default, whether of a like or 
different character. 


Pai This Contract shall bind and inure to the respective successors and 
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assigns of the parties hereto; but no assignment shall release either party 
from such party's obligations hereunder without the written consent of the 
other party to such release, which consent shall not be unreasonably with- 
held, Nothing herein contained shall prevent either party from pledging 
or mortgaging its rights hereunder as security for its indebtedness, 

3: Every request, notice, statement and bill provided for in this 
Cortract shall be in writing and each of them and every payment provided 
for herein shall be directed to the party to whom given, made or delivered 
at such party's address as follows: 

BUYER: ALBERTA-AND SOUTHERN GAS CO, LTD. 
140 - 6th Avenue S. W. 
Calgary. Alberta. 

SELLER: TEXACO EXPLORATION COMPANY 
237 - 7th Avenue S.W. 


Calgary, Alberta. 


McCOLL-FRONTENAC OJL COMPANY LIMITED 


BY2Xs5thx AmewxexsxW.509 - 3rd Street W. A, 
Cc. 


Calgary, Alberta. 
Any notice hereunder shall be given by registered mail and shall be deemed 
to have been given 48 hours after such notice has been deposited in a post 
office with requisite postage thereon. Either party may change its address 
by giving written notice to the other party, provided, however, in no event 
shall Buyer be obligated to pay for gas purchased hereunder at a point out- 


side of Canada or in currency other than Canadian currency. 


4. This Contract and the rights and obligations of the parties hereunder 


are subject to all present and future laws, rules, regulations and orders of 


any legislative body or duly constituted authority now or hereafter having 
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jurisdiction, 


y. Thie Contract shal!) he construed in accordance with the laws of the 
Province of Alberta. 

6, The headings used throughout this Contract are inserted for refer - 
ence purposes only and are not to be considered or taken into account in con~ 
struing the terms and provisions of any Article nor to be deemed in any way 
to qualify, modify or explain the effects of any such term or provision. 

IN WITNESS WHEREOEF this Contract has been properly executed 


by the parties hereto as of the day and year first above written. 


TEXACO EXPLORATION COMPANY 


By T.W.G. THOMSON : 
Bins ‘Vice President (SEAL) 


By C.R. McCLOCKLIN 


oes once in mune tee cee Re TD 


Assistant Secretary 


- and - 


McCOLL-FRONTENAC OIL COMPANY LIMITED 


By AON SLY 
Ds iy atiicis = ~~President ep 
By C.A. BENGOUGH (SEAL) 
"SELLER" | Cea “—~“Kss't. Secretary 


ALBERTA AND SOUTHERN GAS CO. LTD. 


By J.K. HORTON 


A OE ES 


President (SEAL) 
By Rei ol ON 
MES RUIN QO a ‘ Secretary 
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PEMBINA FIELD GAS PURCHASE CONTRACT 


Between: 


Seller 


- and - 


ALBERTA AND SOUTHERN GAS Co. is TD, 
Buyer 
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THIS GAS PURCHASE CONTRACT made the 


day of » 1957. 


BETWEEN: 


(hereinafter referred to as ''Seller'') 


OF THE FIRST PART 


- and - 


ALBERTA AND SOUTHERN GAS CO, LTD., a 

body corporate, having an office and carrying on 
business in the City of Calgary, in the Province 
of Alberta, (hereinafter referred to as ''Buyer'') 


OF THE SECOND PART 


Wint N bS.o Batis sl Hoa: 


WHEREAS Buyer is a subsidiary of Pacific Gas and 
Electric Company, a California corporation, hereinafter referred to as 
koe Cr ean ers, 

AND WHEREAS P. G. and E, and certain subsidiaries 
(including Buyer) and/or affiliates of P. G. and E., hereinafter referred 


to as "the participants", propose to construct and operate a natural gas 
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pipeline project, hereinafter called "The Project", having for its prin- 
cipal purpose the transportation of gas purchased by Buyer to the 
existing integrated transmission and distribution system of P. G. and E.; 

AND WHEREAS Seller owns or controls petroleum and 
natural gas rights or interests therein in the Pembina Field; and Seller 
and certain other producers in said Field are arranging for the construc- 
tion and operation of nine (9) area processing plants to process their 
casinghead gas and Seller will have a supply of gas available from one 
or more of said plants and a central fractionation plant and desires to 
sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas 
from Seller, subject to the provisions herein contained, together with 
the gas available from other producers in said Field, for resale to 
Northwestern Utilities, Limited, hereinafter called "Northwestern", 


until The Project is in operation, and thereafter for The Project. 


NOW THEREFORE it is hereby agreed as follows: 


ARTICLE I - DEFINITIONS 


Ls For the purpose of this Contract the following words 
and terms are defined as follows: 
(a) The word "day" shall mean a period of twenty- 
four (24) consecutive hours, beginning and ending at 8:00 o'clock A.M. 


Mountain Standard Time. 
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(b) The word "month" shall mean a period beginning 
at 8:00 o'clock A.M. on the first day of a calendar month and ending at 
8:00 o'clock A.M, on the first day of the next succeeding calendar month. 

(c) The term "contract year" shall mean a period of 
twelve (12) consecutive months beginning with the month of July, the 
first contract year to begin with the month of July next following the date 
gas is first delivered hereunder. 

(d) The term ''Pembina Field" or "said Field" shall mean 
that part of the Province of Alberta which is from time to time designated 
by the Oil and Gas Conservation Board as constituting the Pembina Oil 
Field, 

(e) The term ''casinghead gas" shall mean the gas indi- 
genous to the Cardium Pool of Pembina Field as it exists in its natural 
state at the wellhead when produced from said Pool. 

(f) The word ''gas"' shall mean the residue remaining 
after the casinghead gas has been treated for the removal of any of its 
constituent parts other than methane and for the removal of methane to 
such extent as is necessary in removing other constituents. 

(g) The term "Buyer's facilities" shall mean the facil- 
ities constituting The Project, together with such gathering facilities, if 
any, aS may be built by others which are necessary to receive and trans- 


port the quantities of gas which Buyer undertakes to buy under this Contract. 
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(h) The term ''Seller's facilities'' shall mean such facil- 
ities as are required for Seller or its nominee to gather and process 
casinghead gas and deliver gas to Buyer in accordance with the terms and 
conditions of this Contract. 

(i) The term ''Mcf'' shall mean one thousand (1, 000) 
cubic feet of gas as determined on the measurement basis set forth in 
Article VI hereof. 

(3) The term ''BTU'"' shall mean British Thermal Unit. 

(k) The term ''gross heating value'' shall mean the 
number of BTUs in a cubic foot of gas at a temperature of sixty degrees 
(60°) Fahrenheit, saturated with water vapor, and at an absolute pres- 
sure equivalent to thirty inches (30'') of mercury at thirty-two degrees 
(32°) Fahrenheit. 

(1) The term ''Seller's lands" shall mean those lands 
in said Field in, under and from which Seller now has or may hereafter 
acquire the right to drill for, produce and dispose of gas, and the said 
right. 

(m) The word "lease" shall mean any right of the Seller 
to drill for, produce and dispose of gas in, under and from Seller's lands, 
and shall include any document evidencing such right. 

(n) The word ''reserves'' where used as a noun herein 


shall mean the quantities of merchantable gas which will be available to 
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Seller from the total quantities of casinghead gas economically recover- 
able from Sellei's lands after processing to satisfy the quality specifi- 


cations of Section 1 of Article V hereof. 


ARTICLE II - CONDITIONS 

ls Before The Project can be constructed and operated, all 
permits, certificates, and other authorizations required under applicable 
laws and regulations must be obtained. Buyer represents that the 
participants in The Project will use diligent efforts to procure such 
authorizations. Buyer shall notify Seller in writing within thirty (30) 
days after each such authorization, in form acceptable to the partici- 
pants, has been obtained, and furnish Seller a copy of such authorization. 
If such authorization contains conditions that would preclude Buyer from 
fully performing this Contract in accordance with its terms, Seller may 
within thirty (30) days after receipt of Buyer's notice give Buyer written 
notice of its objection to such authorization, stating in said notice the 
particular grounds of objection thereto; and unless Buyer shall promptly 
cause an application for rehearing to be made and such rehearing shall 
result in the authorization being modified so as to meet Seller's objec-. 
tion, then Seller may elect by notice to withdraw the gas covered hereby 
as a source of supply for The Project. In the event that all necessary 
authorizations, in form acceptable to the participants, cannot be obtained, or 


if so obtained, the conditions of any such authorization cannot be modified 
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So as to meet Seller's objection thereto and Seller has elected to withdraw 
the gas covered hereby as above provided, Buyer may continue to purchase 
such gas and sell such gas to Northwestern or at any time thereafter 
assign this Contract to Northwestern. 

as Seller represents that Seller has arranged for the construc- 
tion of Seller's facilities and agrees to use diligent effort to have the con- 
struction of Seller's facilities completed by 31 October, 1958. Buyer rep- 
resents that Northwestern has agreed, subject to obtaining the necessary 
approvals and authorizations, to construct the necessary pipeline facilities 
and to take delivery from Buyer of the gas to be purchased hereunder up 
to the time The Project is completed, and to use diligent effort to complete 
the construction thereof and take delivery of the gas by the time Seller is 
able to make deliveries hereunder. Buyer represents that immediately 
upon the obtaining by the participants of all necessary authorizations, the 
participants will proceed with due diligence to construct The Project and 
will use diligent effort to the end that The Project may be placed in opera- 
tion by 30 November, 1960. 

oi It is recognized by the parties hereto that the maximum 
quantity of gas estimated by the parties to be available from all producers 
in the said Field on and during any one day is 65,000 Mcf and that Buyer pro- 
poses to purchase all of the gas available from the said Field, subject to the 


terms of Article IV hereof. 
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ARTICLE III - RESERVATIONS OF SELLER 

1 Seller hereby expressly reserves to itself the following 
rights, namely: to operate its properties, free from any control by 
Buyer, in such manner as Seller in its sole discretion may deem advis- 
able; to deliver to the persons entitled thereto the quantities of gas 
which such persons have reserved and are entitled to take in kind from 
Seller's lands; and to assign, farm out, pledge, mortgage or hypothecate, 
subject to this Contract, any of Seller's leases, lands and reserves. 

as Seller reserves to itself quantities of gas which may 
be required for the development and operation of Seller's lands for 
the production of petroleum and natural gas, including but not limited 
to, gas for gas lift operations and return to reservoir, operation of 
separator equipment, gasoline, and other extraction plants, compres- 
sor stations, and other processing or handling facilities; provided, 
Weis vey. that Seller will endeavor to give Buyer at least twelve (12) 
months prior written notice of its intention to use gas for gas lift or 
return to reservoir. 

woh Seller may unitize any of Seller's leases, lands and 
reserves in said Field and may participate in any oil or gas proration, 
conservation, ratable taking or other similar program, provided that 


in the event Seller's leases are unitized with other properties in said 
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Field this Contract will cover the gas attributable to Seller's interest 
in the unit derived from such leases. 

4. Seller shall have the right to sell to others or otherwise 
dispose of all the gas attributable to Seller's lands until the commence- 
ment of deliveries hereunder. Thereafter for periods during which 
Buyer is not required to take delivery of all the available gas or is pre- 
vented from taking delivery of gas hereunder by any of the causes men- 
tioned in Article XII, Seller shall have the right to sell and deliver any 
gas not taken hereunder to others in such quantities as may be necessary 
to prevent the flaring of gas or the termination of any of Seller's leases 


by reason of non-production. 


ARTICLE IV - QUANTITY OF GAS 


Le Subject to the terms and conditions of this Contract, Seller 
agrees to sell and deliver to Buyer at the point or points of delivery 
referred to in Article VIII, and Buyer agrees to purchase and receive 
from Seller, all of the gas allocated to Seller in respect to casinghead 
gas produced from Seller's lands on and during each day; provided, how- 
ever, that Buyer shall not be required to purchase and receive on and 
during any day, but may if it so elects, more than a maximum of 65, 000 
Mcf of gas from the Pembina Field; provided further, however, that 


on any day when the gas available for delivery to Buyer from the said 
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Field exceeds the said maximum quantity of gas, Buyer shall be obligated 
to purchase and receive from Seller and notwithstanding the ownership of 
the gas taken by Buyer, Buyer shall be deemed to have purchased and 
received from Seller only that quantity of gas which bears the same pro- 
portion to the total quantity of gas taken by Buyer from the said Field on 
such day, as the total quantity of gas available for delivery to Buyer from 
Seller bears to the total quantity of gas available for delivery to Buyer from 
the said Field on such day. In the event that a quantity of gas significantly 
larger than said 65,000 Mcf of gas per day shall become consistently avail- 
able for delivery to Buyer from the said Field, Seller may elect to cause 
Buyer to be notified in writing thereof and Buyer will thereupon use diligent 
effort to put itself in a position to purchase and receive such larger quan- 
tity of gas from the said Field and to the extent Buyer shall be successful 
in so doing, Buyer will increase its maximum daily obligation to purchase 
and receive gas therefrom. 

oe It is recognized by the parties hereto that it is desirable 
in connection with Seller's operations and the operations of said process- 
ing plants to maintain a uniform rate of flow of gas during each day; and 
it is further recognized that it is necessary in Buyer's operations to 
have gas available on each and every day throughout each month and to 
have, if possible, a larger quantity of gas available during the winter 


period, consisting of the months of November, December, January, 
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February and March, than during the other months of the year. Seller 
agrees, therefore, to be diligent in its endeavours to keep its daily deliv- 
eries during each month within an operating tolerance of plus or minus 
ten percent (10%) of the average daily quantity of gas which, in view of 
the oil allowable established for such month, Seller estimates it will 


have available for delivery during such month. 


ARTICLE V, = QUALITY OF GAS 
ly The gas delivered hereunder shall be merchantable gas, 
at all times complying with the following quality requirements: 
(i) Heating Value: The gas delivered hereunder shall 
have a gross heating value of not less than nine hundred and seventy-five 
(975) BTUs per cubic foot nor more than eleven hundred and fifty (1, 150) 


BTUs per cubic foot, but, with the consent of Buyer, gas at a respec- 


tively lower or higher gross heating value may be delivered. 


(ii) Freedom from Objectionable Matter: The gas to be 
delivered by Seller hereunder: 

(a) Shall be commercially free from sand, dust, gums, crude 
oil, impurities and other objectionable substances which may be injurious 
to pipelines or which may interfere with its transmission through pipe - 
lines or its commercial utilization. 


(b) Shall not have a hydrocarbon dew-point in excess of fifteen 
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degrees (15°) Fahrenheit at pressures up to eight hundred (800) pounds per 
Square inch gauge. 

(c) Shall not contain more than one (1) grain of hydrogen 
sulphide per one hundred (100) cubic feet. 

(d) Shall not contain more than ten (10) grains of total sulphur 
per one hundred (100) cubic feet. 

(e) Shall not contain more than two percent (2%) by volume of 
carbon dioxide. 

(f) Shall not contain more than four (4) pounds of water vapor 
per one million (1, 000, 000) cubic feet. 

(g) Shall not exceed one hundred and ten degrees (110°) 
Fahrenheit in temperature at the point of delivery. 

(h) Shall be as free of oxygen as Seller can keep it through 
the exercise of all reasonable precautions, and shall not in any event 
contain more than four-tenths percent (0.4%) by volume of oxygen. 

Le « Tests to determine the total sulphur, hydrogen sulphide, 
carbon dioxide and oxygen content of the gas at each point of delivery 
shall be made by Seller, at Seller's expense, by approved standard 
methods in general use in the gas industry, and the water vapor content 
of such gas shall be determined by Seller, at Seller's expense, by the 


use of a dew-point apparatus approved by Buyer and Seller. Tests 


ye 


7 
‘s ae) - 


7 
3 j ~ _— - , 
cso? Med? »ToRy BieInoS 


7 c ' 
i ) { y 2 a! 


hag 
9 nepytd furs sbhixalS BOCzRS 
; ~w 

= 

‘ : ¥ 77 | PO GE ad ils tS 

7 aaa! = 

| vp 
> A, 
1 , 4+ at eeu Ieternyn of a lynght ocer 
} ‘ . ‘ at - Le 


t 7 7 
f ‘ 7 | ‘gp 
3 5 'SE peal d Bentioreteb ad its hd BPR: Fs 3 a Ne 
a% . 
| 2 ae 
\ eyO 7 “Le | a rs | + 5 of Q ye ntog ~ Ww . 7 . 


8/27 


shall be made by Seller frequently enough to assure that the gas is con- 
forming continuously to the quality requirements. Buyer shall have the 
right to require Seller to remedy any deficiency of the gas in quality 
and, in the event such deficiency is not remedied, the right, in addition 
to all other remedies available to it by law, to require Seller to dis- 


continue deliveries hereunder until such deficiency is remedied. 


ARTICLE VI - MEASUREMENT 

1. Unit of Measurement: The unit of volume for purposes 
of measurement hereunder, except for gross heating value, shall be 
one (1) cubic foot of gas at a temperature of sixty degrees (60° ) 
Fahrenheit and at a pressure of fourteen and seventy-three one- 
hundredths (14.73) pounds per square inch absolute. For purposes of 
measurement the atmospheric pressure at the point of measurement 
hereunder shall be assumed to be constant at thirteen and twenty-five 
one-hundredths (13.25) pounds per square inch absolute. 

2. Sales Unit: The sales unit of the gas delivered here- 
under shall be one thousand (1,000) cubic feet. 

oi Method of Measurement: All measuring equipment, 
devices and materials required in this Article shall be installed, main- 
tained and operated, or furnished, by Buyer at Buyer's expense. 
Seller may install and operate check measuring equipment provided it 


does not interfere with the use of Buyer's equipment. In determining 


lz. 
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the volumes of gas delivered by Seller to Buyer at each point of delivery 
the following practices shall prevail; 

(i) Metering: The gas shall be metered by one or more 
orifice meters installed and maintained, and volumes shall be measured 
(except for correction for deviation from Boyle's Law), in accordance 
with the methods prescribed in "Orifice Metering of Natural Gas", Gas 
Measurement Committee Report No. 3, of the American Gas Association, 
including the Appendix thereto, as published April 1955,or any subse- 
quent revision thereof acceptable to Buyer and Seller. Correction shall 
be made for deviation of the gas from Boyle's Law at the pressure and 
temperature at which the gas is metered. To determine the factors 
for such correction a quantitative analysis of the gas shall be made at 
reasonable intervals with such apparatus as shall be agreed upon by 
Buyer and Seller, and such factors shall be obtained from data contained 
in "Supercompres sibility Factors for Natural Gas'', Volumes 1 through 
6, inclusive, or in ''Tables for the Determination of Super compress- 
ibility Factors for Natural Gas Containing Nitrogen and/or Carbon 
Dioxide", Volume 7, as published by the American Gas Association in 
1955, or any subsequent revision thereof acceptable to Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific 
gravity of the gas being metered shall be made by Buyer in accordance 


with the American Petroleum Institute's Recommended Practice 50 A 
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dated April 1953, or any subsequent revision thereof acceptable to Buyer 
and Seller. The gas samples to be tested shall be representative of the 
gas being metered at the time such samples are taken and may be either 
spot samples or samples taken over a period of time. Samples shall be 
taken at reasonable intervals by Buyer, provided that Buyer shall take 
additional samples when requested by Seller so todo. The specific gra- 
vity determined by any test shall apply to the gas metered from the date 
the spot sample was taken or from the commencement date of a sample 
taken over a period of time, as the case may be, until the next test. 

(iii) Temperature: The flowing temperature of the gas 
being metered shall be determined by means of a recording thermo- 
meter of a type acceptable to Buyer and Seller, installed and maintained 
by Buyer in accordance with the specifications set forth in said Gas 
Measurement Committee Report No. 3. The arithmetical average of 
readings each day shall be deemed the gas temperature and used in 
computing the volumes of gas metered during such day. 

(iv) Correction and Adjustment: If at any time any of 
the measuring equipment is registering inaccurately by an amount 
exceeding two percent (2%) at a reading corresponding to the average 
hourly rate of flow, the previous readings of such equipment shall be 
corrected to zero error for any period definitely known or agreed upon, 


or if not so known or agreed upon, for a period of sixteen (16) days or 
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one-half (1/2) of the elapsed time since the last test, whichever is 
shorter. If the measuring equipment is out of service, the volume of 
gas delivered during such period shall be determined: 

(a) by using the data recorded by any check measuring 
equipment accurately registering; or 

(b) if such check measuring equipment is not registering 
accurately but the percentage of error is ascertainable by a calibration 
fest, Dy Using tne data recorded, correctedgo zero error; or 

(c) if neither of the methods provided in (a) and (b) above 
can be used, by estimating the quantity delivered, by reference to 
deliveries under similar conditions during a period when the equipment 
was registering accurately. 
No correction shall be made in the recorded volumes of gas delivered 
for inaccuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is 

commingled with gas of other producers in said Field at any point of 
delivery hereunder, the practices set forth in the preceding Subsections 
of this Section 3 shall be applicable to the said commingled gas and 
Seller shall cause the operator of the processing plant at such delivery 
point to advise Buyer as to how the commingled gas taken by Buyer at 
such point shall be allocated between Seller and such other producers. 


4, Heating Value: Tests to determine the gross heating 
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value of gas delivered shall be made by Buyer utilizing a Cutler- 
Hammer recording calorimeter, or the equivalent, operated and main- 
tained in accordance with General Order No. 58B, ''Standards of 
Calorimetry for Gaseous Fuels'', approved December 28, 1955 by the 
Public Utilities Commission of the State of California, or any subseq- 
uent revision thereof acceptable to Buyer and Seller. The gas samples 
to be tested shall be representative of the gas delivered at the time such 
samples are taken and may be either spot samples or samples taken 
over a period of time. Samples shall be taken at reasonable intervals 
by Buyer, provided that Buyer shall take additional samples when request- + 
ed by Seller soto do. The gross heating value determined by any test 
shall apply to the gas delivered from the date the spot sample was taken 
or from the commencement date of a sample taken over a period of time, 
as the case may be, until the next test. The gross heating value per 
cubic foot of the gas delivered shall be determined for any month by 
taking the arithmetical average of the daily heating values as determined 


in accordance with this Section 4. 


ARTICLE VII - MEASURING AND TESTING EQUIPMENT 

1s Testing Meter Equipment: The accuracy of Buyer's 
measuring equipment shall be verified by test, using means and methods 
acceptable to Seller, at least once each month and at other times upon 


request of Buyer or Seller. Notice of the time and nature of each test 
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shall be given by Buyer to Seller sufficiently in advance to permit con- 
venient arrangement for Seller's representative to be present. Tests 
and adjustments shall be made in the presence of and observed by arep- 
resentative of Seller, if present, and if any of the measuring equipment 
is found to be registering inaccurately in any percentage, it shall i ad- 
justed at once to read as accurately as possible. If, after notice, Seller 
fails to have a representative present, the results of the test shall never- 
theless be considered accurate until the next test. All tests of such mea- 
suring equipment shall be made at Buyer's expense, except that Seller 
shall bear the expense of tests made at its request if the inaccuracy is 
found to be two percent (2%) or less. 

2. Inspection of Equipment: Buyer and Seller shall have the 
right to inspect equipment installed or funished by the other under Articles 
V and VI hereof, and the charts and other measurement or test data of the 
other, at all times during business hours; but the reading, calibration and 
adjustment of such equipment and changing of charts shall be done only by 
the party installing and furnishing same. Unless the parties otherwise 
agree, each party shall preserve all original test data, charts and other 
similar records in such party's possession for a period of at least six (6) 


years. 


ARTICLE VIII - DELIVERY PRESSURE AND POINTS OF DELIVERY 
1. The delivery pressure of the gas delivered hereunder shall 


be any pressure required by Buyer not in excess of nine hundred (900) 


li. 


‘ee 


seyod yd novig edi 


7 
ty 
> oe 


stiispot atmlartes eH (sth 


7 


7 
da 


7 


tresievtbs bis” : 


io 


‘LLTSINGRST 


= 
f yitwo 


« 
> 
¢ -ficy 3 
" as t 
ae 
: ,- h« A 
Sh iY Dia * 
* 


10 7G LU OS 
yixea seit 
noAe ,soiga 


5 bz 632% 72 J ionte 


- WV ALOITHA 
IV Stree 
ve 


oe 


— 


8/27 


pounds per square inch gauge. Seller shall install, maintain and operate 
compressor and other facilities when needed during the term hereof to 
deliver gas at such delivery pressure. If Buyer requests gas at a pres- 
sure higher than herein provided and Seller is willing and able to main- 
tain such higher pressure, then Seller shall be compensated for such 
higher pressure at a rate agreed upon between Buyer and Seller. 

Zi The point or points of delivery of all gas delivered here- 
under shall be where such gas leaves Seller's facilities and enters Buyer's 
facilities at the outlet of the plant or plants in said Field where Seller's 
gas is processed; provided, however, that Buyer shall not be required 
to take delivery from any plant other than the said central fractionation 
plant and the said nine (9) processing plants, unless it shall elect so to do. 

a Title to all gas delivered hereunder shall pass from 
Seller to Buyer at the point of delivery. Until passage of title Seller 
shall be deemed to be in control and possession of and be responsible 
for such gas, and thereafter Buyer shall be deemed to be in control 


and possession of and be responsible for such gas. 


ARTICLE IX - TERM OF CONTRACT 

Subject to the other provisions hereof, this Contract 
shall be effective from the date hereof and shall continue for a period 
of twenty-seven (27) contract years or until the expiration of Buyer's 
authorization to remove gas purchased hereunder from the Province of 


Alberta, whichever first occurs. 
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ARTICLE X - PRICE 
i (i) The prices to be paid by Buyer for gas delivered 
hereunder during the following respective periods, unless changed as 
hereinafter provided, shall be as follows: 
Perica Price 


From the date of initial delivery 


rhYroure lr dine 3 OPPlo Oima4 an. Wee 4 12. 00 per) Mef 
Peon July io. 1961 through June 30, 1962.....: 54+. 12.40¢ per Mcf 
Pegi July eon through June sO, 1963 y (eens . 13.00¢ per Mcf 
Reon uiv ie 1969 through June 30) 1964)... 004. 13.40¢ per Mcf 
Brom July 1.) 4904" through June 30/1965 .4 25 2, 3 13.80¢ per Mcf 
Mom dulyel. 1905 through June 30, 1966....3.4... 14.00¢ per Mcf 
Mrawivi0lye, ao CO trough June oO Pe l9O(e is) ta66 14.20¢ per Mcf 
Meomeiuly ie 9oe through June 30, 19685265 .404-4 14.40¢ per Mcf 
Reomouly a, Toocunrauen vune 50; B19 1 See ere he 14.70¢ per Mcf 
Prommuivel, 1945 through June 30, 1978. .2-..2%.2. < 15.80¢ per Mef 
Prom sully ., £91 athrougy June 30741963 -.9 2%. 23e% 16.90¢ per Mcf 
From July 1, 1983 and thereafter during 
tre=termm héereult de.) 45 eek 18.00¢ per Mcf 


The foregoing prices are expressed in Canadian currency. 

(ii) Buyer and Seller shall endeavour to redetermine 
the prices to be paid pursuant to this Contract for the pricing period 
commencing on July 1, 1968 and at each five year interval thereafter 
during the term of this Contract. 

(iii) In the event that Buyer and Seller are unable to 
agree upon prices and the effective dates thereof, and either is dis- 
satisfied with the manner in which negotiations are proceeding, then 


such party shall have the right to refer the matter to arbitration in 
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accordance with Article XV. 

Regardless of anything herein elsewhere contained, any 
prices fixed by redetermination or by arbitration shall in no event be 
effective earlier than the first day of such pricing period or be lower 
than the prices set forth in Subsection (i) of this Section 1. 

o The prices stated in Section 1 of this Article X shall be 
applicable to gas delivered hereunder for any month with a gross heat- 
ing value per cubic foot of gas of no more than one thousand and twenty- 
five (1,025) BTUs and no less than one thousand (1,000) BTUs. If the 
gross heating value per cubic foot of gas delivered hereunder for any 
month is less than one thousand (1,000) BTUs or more than one thous- 
and and twenty-five (1,025) BTUs, the price to be paid for such gas 
shall be the product of the price stated in Section 1 of this Article X 
and the applicable multiplier selected from the following table: 

BTU Content Multiplier 


For gas with a BTU content of less than 975 to. ~ 950 inclusive 950 
For gas with a BTU content of less than 1000 to 975 inclusive .975 


For gas with a BTU content of more than 1025 to 1050 inclusive 1.025 
For gas with a BTU content of more than 1050 to 1075inclusive 1.050 
For gas with a BTU content of more than 1075 to 1100inclusive 1.075 
For gas with a BTU content of more than 1100 to 1125inclusive 1.100 
For gas with a BTU content of more than 1125 se a 


Provided, however, that until the date on which The Project is placed 
in operation, if the gross heating value per cubic foot of the gas is 
more than one thousand and fifty (1050) BTUs the applicable multiplier 


shall be 1.050. The foregoing proviso shall cease to be effective at 
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such time as Northwestern shall, pursuant to authority granted by the 
Board of Public Utilities Commissioners of the Province of Alberta 
place domestic and commercial gas tariffs in effect providing for var- 
iation of the rates set forth in said tariffs to reflect changes in the 
heating value of gas delivered to its customers. 

>: If at any time during the term of this Contract any new 
or increased occupation, production, severance or sales tax or taxes of 
similar nature or equivalent in effect (not including income, capital 
stock, franchise or property taxes), other than or in excess of a tax 
prevailing as of the date hereof, shall be imposed by any lawful author - 
ity on the gas delivered to Buyer pursuant to this Contract or on or in 
respect to the production thereof, or on the sale thereof, so that Seller 
shall be required to pay such increase either directly or indirectly, 
Buyer shall, subject to the conditions hereinafter set forth, pay to Seller 
one-half (1/2) of such new taxes or one-half (1/2) of any such increase 
in taxes. In case any such reimbursement of taxes is to be made, Seller 
shall notify Buyer immediately and shall within ninety (90) days prepare 
and submit to Buyer a statement setting forth the amount of such new or 
additional taxes that it has paid, and within thirty (30) days after sub- 
mission of such statement Buyer shall reimburse Seller to the extent 
of one-half (1/2) of such new or additional taxes as herein defined which 
Seller shall have so paid. 


4. Notwithstanding any provision of this Contract to the con- 
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trary, if in order to comply with or by reason of any present or future 
law, rule, regulation or order, either of the Oil and Gas Conservation 
Board of the Province of Alberta or other governmental authority having 
jurisdiction, the basis or method of measurement of gas delivered 
hereunder is changed, then the price per Mcf for gas purchased here- 
under shall be adjusted so that Seller will receive the same total pay - 
ment as would have been received had no such change in the basis or 
method of measurement been made. 

Sy On or before August 15th of each year of the term hereof, 
commencing with the year 1968, Buyer will give written notice to Seller 
Stating therein the weighted average of Buyer's cost per Mcf of gas pur- 
chased for the contract year ending on the immediately preceding June 
30th, from producers delivering to Buyer or Buyer's nominee, from oil 
fields located in whole or in part within the Province of Alberta, gas the 
rate of production of which is controlled by the quantity of oil simultan- 
eously produced. In the event such weighted average of Buyer's cost 
per Mcf is greater than the price per Mcf payable to Seller under the 
provisions of this Contract other than the provisions of this Section 5 
for gas deliverable to Buyer hereunder for any month during the 
twelve (12) months period commencing on the next following November 
Ist, Buyer will increase the price per Mcf payable to Seller for gas 
delivered hereunder during such month by an amount equal to the dif- 


ference between such weighted average of Buyer's cost per Mcf and 
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Such price per Mcf payable to Seller under the provisions of this Contract 
other than the provisions of this Section 5. The term "Cost per Mcf"' 
as used herein shall mean the purchase price per Mcf, plus the amount 
per Mcf, if any, paid by Buyer to a producer for the kind of taxes includ- 
ed in Section 3 of this Article paid or payable by the producer, and such 
purchase price per Mcf shall be determined with respect to such other 
purchases on the same basis of quality (including BTU content), measure- 
ment, and terms and conditions of delivery as provided for gas delivered 
hereunder. 

6. Currency Adjustment: 

(i) During any month in which the arithmetical average 
of the daily exchange rate of Canadian currency and United States cur- 
rency as published at twelve o'clock (12:00) noon Eastern Standard Time or 
Eastern Daylight Time, as the case may be, by the Bank of Canada at the 
City of Ottawa, is not more than One Hundred and Five (105) United States 
Cents or not less than Ninety-five (95) United States Cents for One (1) 
Canadian Dollar, then the total quantity of gas delivered by the Seller to 
the Buyer in such month shall be considered sold and purchased at the 
prices provided for herein in Canadian currency. 

(ii) During any month in which the average exchange rate 
determined as provided in Subsection (i) above is in excess of One Hundred 
and Five (105) United States Cents and is not more than One Hundred and 


Ten (110) United States Cents for One (1) Canadian Dollar, or is less 
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than Ninety-five (95) United States Cents but not less than Ninety (90) 


United States Cents for One (1) Canadian Dollar, then the total quantity 


of gas delivered by the Seller to the Buyer in such month, subject to 


the provisions of Subsection (v) of this Section 6, shall be considered 


sold and purchased at the price in Canadian currency calculated as 


follows: 


ee: 


THEN: 


Pc = Price payable in Canadian currency during the 
month; 

C = the volume of gas sold out of The Project 
during such month to purchasers for use in 
Canada; 

US = the volume of gas sold out of The Project 


during such month to purchasers for use in 
the United States; 


P = Price in the Contract; 
E = the average exchange rate during such month 


determined in accordance with the provisions 
of Subsection (i) above; 


In case such average exchange rate exceeds One Hundred 
and Five (105) United States Cents for One (1) Canadian 


Dollar; 
E iG 
Pe = ( cer eee US cep und PLOD) 
(C FUS ees remit: E ) 


In case such average exchange rate is less than Ninetv- 


Five (95) United States Cents for One (1) Canadian Dollar; 


7 C ) ( US oat) 
Paeial —— xP + Se Se ee pee es 
( Cc + US OG LS E) 

(iii) In the event that such average exchange rate exceeds 
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One Hundred and Ten (110) United States Cents or is less than Ninety (90) 
United States Cents for One (1) Canadian Dollar for less than three (3) 
consecutive months, the price payable by Buyer to Seller for gas deliv- 
ered hereunder during such months shall be adjusted in accordance 
with the applicable formula set forth in Subsection (ii) of this Section 6, 
using as the value of E, One Hundred and Ten (110) or Ninety (90) 
United States Cents, respectively, as the case may be. 

(iv) In the event that such average exchange rate exceeds 
One Hundred and Ten (110) United States Cents or is less than Ninety (90) 
United States Cents for One (1) Canadian Dollar for a least three (3) con- 
secutive months, then the currency adjustment formula to be used for 
such months and as long thereafter as such exchange rate prevails shall 
be renegotiated between Buyer and Seller; provided, however, that pend- 
ing completion of such renegotiation the price payable by Buyer to Seller 
shall be calculated in accordance with the applicable formula set forth 
in Subsection (ii) of this Section 6. The currency adjustment formula 
agreed upon in such renegotiation shall be retroactive to the monthly 
periods during which such exchange rate exceeded One Hundred and Ten 
(110) United States Cents or was less than Ninety (90) United States Cents 
for One (1) Canadian Dollar, and the payments between Buyer and Seller 
shall be adjusted accordingly. If the parties are unable to agree upon a 
currency adjustment formula within six (6) months then either party shall 


have the right to have the currency adjustment formula applicable during 
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such period determined by arbitration in accordance with Article XV. 
(v) In no event shall the value of ''Pc'' as calculated 

under the provisions of Subsections (ii), (iii) and (iv) (for the period 
pending renegotiation as provided therein) of this Section 6 exceed or 
be less than the value of ''P'', as the case may be, by more than One 
(1) Cent per Mcf. 

ie In recognition of Buyer's agreement to take delivery of 
gas hereunder at said several delivery points rather than at a single 
point in the said Field, Seller agrees to pay Buyer each month a charge 
of one-half (1/2) Cent per Mcf for all gas taken hereunder during such 
month. The payment to be made hereunder shall be credited against 


the monthly invoice rendered by Seller under Article XI hereof. 


ARTICLE XI - BILLINGS AND PAYMENTS 

ne Buyer shall render to Seller on or before the fifteenth 
day of each month a statement as to the amount of gas delivered by 
Seller during the month preceding. Seller shall render or cause to 
be rendered an invoice therefor as soon as practicable after receipt of 
such statement. Unless objected to by either party within thirty (30) 
days after either the receipt by Seller of said statement, or, if during 
such thirty (30) day period Seller has requested the related meter 
charts, the receipt of such charts, said statement shall be accepted by 


both parties as correct. Buyer agrees to make payment (in Canadian 
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currency) to Seller on or before the twenty-fifth day of such month or 
the tenth day after receipt of Seller's invoice, whichever shall occur 
later. Should Buyer fail to pay any amount due to Seller by the due 
date, interest thereon shall accrue at the rate of six percent (6%) 
per annum from such date until paid; and if such failure to pay continues 
for sixty (60) days, Seller thereafter may suspend deliveries of gas 
hereunder and if such failure continues for thirty (30) additional days, 
Seller thereafter may, in addition to any other rights Seller may have, 
terminate this Contract; provided, however, in order for Seller to have 
the right to suspend deliveries or terminate this Contract, Seller 
must first have notified Buyer in writing fifteen (15) days prior to 
exercising either or both of such rights of its intent to do so and give 
Buyer the right to pay the amount so due to Seller within such fifteen 
(15) day period. Either Buyer or Seller may submit to arbitration in 
accordance with Article XV any dispute as to the amount due Seller 
for gas delivered hereunder; and pending the arbitrators' award Seller's 
remedies hereinabove provided shall be suspended as to the amount in 
controversy. 

bc All calculations with respect to the price per Mcf of gas 
Shall be carried to five significant figures and the price per Mcf as so 


calculated rounded to the nearest one-hundredth (1/100th) of a cent. 
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ARTICLE XII - FORCE MAJEURE 


is If either party to this Contract shall fail to perform any 
obligation hereby imposed upon it and such failure shall be caused, or 
materially contributed to, by any acts of God, strikes, lockouts, or 
other industrial disturbances, acts of the Queen's enemies, sabotage, 
wars, blockades, insurrections, riots, epidemics, landslides, light- 
ning, earthquakes, floods, storms, fires, washouts, arrests and 
restraints of rulers and peoples, civil disturbances, explosions, break- 
age of or accident to machinery or lines of pipe, hydrate obstructions 
of lines of pipe, temporary failure of gas supply, freezing of wells or 
delivery facilities, well blowouts, craterings, inability to obtain pipe, 
materials or equipment including those necessary for The Project, the 
order of any court or governmental authority which has been resisted 
in good faith by all reasonable legal means, any act or omission 
(including failure to take gas) of a purchaser of gas from Buyer, ofa 
transporter of gas to Buyer, or of a transporter of gas purchased by 
Buyer, which is occasioned by any event or occurrence of the character 
described in this Article XII as constituting force majeure, or any 
other cause, whether of the kind herein enumerated or otherwise not 
within the control of the party invoking this Article and which by the 
exercise of due diligence such party could not have prevented, or shall 
be occasioned by the necessity for making repairs to or reconditioning 


wells, machinery, equipment, or pipelines, not resulting from the 
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fault or negligence of such party, such failure shall not be deemed to be 
a breach of the obligation of such party hereunder, but such party shall 
use reasonable diligence to put itself in a position to carry out its obli- 
gations hereunder. Nothing contained herein shall be construed to 
require either party to settle a strike or lockout by acceding against 

its judgment to the demands of opposing parties. 

a No such cause affecting the performance of this Contract 
by either party shall continue to relieve such party from its obligation 
after the expiration of a reasonable period of time within which by the 
use of due diligence such party could have remedied the situation pre- 
venting its performance, nor shall any such cause relieve either party 
from its obligation to make payment of amounts then due hereunder, 
nor shall any such cause relieve either party from its obligation unless 
such party shall give notice thereof in writing to the other party with 
reasonable promptness; and like notice shall be given upon termination 
of such cause. 

ARTICLE XIII - WARRANTY OF TITLE AND 
RESPONSIBILITY OF SELLER 

Seller represents and warrants that it has full right and author- 
ity to enter into this Contract, that, subject to unavoidable failure of 
title and to the applicable laws, rules and regulations, Seller's leases 
are in full force and effect and are capable of being maintained and will 


be maintained by Seller in full force and effect for as long as in Seller's 
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Opinion oil and gas can be produced therefrom in paying quantities, that 


Seller has title to the gas to be sold and delivered hereunder and that all 
such gas is owned and will be delivered by Seller free from all liens and 
adverse claims, including liens to secure payment of any taxes. Seller 
shall at all times have the obligation to make settlements for all roy- 
alties and overriding royalties due and payments to the mineral and 
royalty owners under Seller's leases and other documents, as may 
appear of record or otherwise be binding upon Seller, and in accord- 
ance with the terms of the respective leases and other documents, and 
to make settlements with all other persons having any interest in the 

oO gas sold hereunder. Seller agrees toindemnify Buyer and save it harm- 
less from all suits, actions, debts, accounts, damages, costs, losses, 
liabilities and expenses arising from or out of claims of any or all per- 
sons to said gas or to royalties, taxes or other charges thereon which 
attach before the title passes to Buyer or which may be levied and 
assessed upon the sale thereof to Buyer. In the event of any adverse 
claim of any character whatsoever being asserted in respect to any of 
said gas, Buyer may retain, as security for the performance of Seller's 
obligations with respect to such claim under this Section, the purchase 
price thereof up to the amount of such claim without incurring liability 
for interest, until such claim has been finally determined or until Seller 
shall have furnished bond to Buyer conditioned for the protection of 


Buyer with respect to such claim. 


BD: 


ARTICLE XIV - RESERVES OF SELLER 


ie Subject to the provisions of Article III hereof, Seller 
dedicates exclusively to this Contract all of its reserves and agrees to 
deliver the gas to Buyer if and when produced during the term hereof; 
provided, however, that while any of Seller's wells is exempt from Order 
No. GC-4 of the Oil and Gas Conservation Board or any order substituted 
therefor, Seller shall not be required to gather and process the casing- 
head gas produced from such wells and deliver the gas to Buyer hereunder; 
and provided further thatin the event Seller now has or hereafter drills 
wells the casinghead gas from which cannot be economically treated in 
any of said nine (9) processing plants and Seller constructs or causes 
to be constructed an additional processing plant and notifies Buyer of 
the location of such plant and the volume of gas to be available therefrom, 
then if Buyer shall not elect within thirty (30) days after such notice to 
take delivery of such gas within six (6) months from the date of such 
notice, the gas thereafter produced from said wells and treated in said 
processing plant shall be released from this Contract. 

Lis Seller shall furnish to Buyer in writing prior to the 
commencement of each contract year, Seller's best estimate of the 
average daily quantities of gas it expects to deliver hereunder during 
each month of such contract year. Seller shall, from time to time 
at Buyer's request, furnish to Buyer such geological, engineering 


and production data available to Seller as may be needed for a study 
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of the gas reserves and the availability ad gas therefrom, including 
electrical logs, core analyses and any and all information pertaining 
to the gas production from Seller's lands; provided, however, that 
Seller shall not be required to furnish any data the release of which 


would be prejudicial, in Seller's opinion, to its interests. 


ARTICLE XV - ARBITRATION 


Any arbitration provided for in this Contract or agreed to by 
the parties shall be conducted in accordance with the following pro- 
cedures and principles: 

Upon the written demand of either party and within ten (10) 
days from the date of such demand, each party shall appoint an arbi- 
trator and the two arbitrators so appointed shall promptly thereafter 
appoint a third. In the event more than one party has executed this 
Contract as Seller and more than one of such parties is involved in 
the same controversy with Buyer, they shall be considered as one 
party. If either party shall fail to appoint an arbitrator within ten (10) 
days from the date of such demand, then the arbitrator shall be appoint- 
ed by a judge of the Supreme Court of Alberta. If the two arbitrators 
shall fail within ten (10) days from their appointment to agree upon 
and appoint the third arbitrator, then upon the application of either 
party, such third arbitrator shall be appointed by a judge of the Supreme 


Court of Alberta. 
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The arbitrators shall proceed immediately to hear and determine 
the matter in controversy. The award of the arbitrators, or a majority 
of them, shall be made within forty-five (45) days after the appointment 
of the third arbitrator, subject to any reasonable delay due to unforeseen 
circumstances. 

The award of the arbitrators shall be drawn up in writing and 
signed by the arbitrators, or a majority of them, and shall be final and 
binding on the parties, and the parties shall abide by the award and per- 
form the terms and conditions thereof. Unless otherwise determined by 
the arbitrators the fees and expenses of the arbitrator named for the 
Seller shall be paid by Seller, the fees and expenses of the arbitrator 
named for the Buyer shall be paid by the Buyer and the fees and expenses 
of the third arbitrator shall be paid in equal proportion by the Buyer and 


the Seller. 


ARTICLE XVI - MISCELLANEOUS PROVISIONS 

1 No waiver by Buyer or Seller of any default by the other 
under this Contract shall operate as a waiver of a future default, whether 
of a like or different character. 

has This Contract shall bind and inure to the respective succes- 
sors and assigns of the parties hereto; but, save for an assignment under 
Section 1 of Article Il hereof, no assignment shall release either party 
from such party's obligations hereunder without the written consent of the 


other party to such release, which consent shall not be unreasonably with- 
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held. Nothing herein contained shall prevent either party from pledging 
or mortgaging its rights hereunder as security for its indebtedness. 

a Every request, notice, statement and bill provided for in 
this Contract shall be in writing and each of them and every payment pro- 
vided for herein shall be directed to the party to whom given, made or 
delivered at such party's address as follows: 

BUYER: ALBERTA AND SOUTHERN GAS CO. LTD. 
Natural Gas Building 
140 - Sixth Avenue S. W. 


Calgary, Alberta. 


SELLER: 


Any notice hereunder shall be deemed to have been given forty-eight 
(48) hours after such notice has been deposited in a Post Office with 
requisite postage thereon. Either party may change its address by 
giving written notice to the other party; provided, however, in no 
event shall Buyer be obligated to pay for gas purchased hereunder at 
a point outside of Canada or in currency other than Canadian currency. 
4. This Contract and the rights and obligations of the 
parties hereunder are subject to all present and future laws, rules, 
regulations and orders of any legislative body or duly constituted 
authority now or hereafter having jurisdiction. 


a This Contract shall be construed in accordance with 
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the laws of the Province of Alberta. 
6. The headings used throughout this Contract are inserted 
for reference purposes only and are not to be considered or taken 
into account in construing the terms and provisions of any Article nor 
to be deemed in any way to qualify, modify or explain the effects of 
any such term or provision. 
IN WITNESS WHEREOF this Contract has been properly 


executed by the parties hereto as of the day and year first above 


written. 
o . 
Poise” By 
ALBERTA AND SOUTHERN GAS CO. LTD. 
By 
Buy ER’ By 
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ALBERTA and SOUTHERN GAS CO. LTD. 


NATURAL GAS BUILDING 
140 Sixth Avenue S.W. 
CALGARY, ALBERTA 


September 18, 1957 


Gentlemen: 


By letter dated on or about August 29, 1957 we forwarded to you 
for execution a Contract for the sale by you and the purchase by us of your 
share of the Pembina gas. 


During the past few days, certain producers have raised one point 
which requires clarification, and three points which we have concluded require 
additions to the Contract. 


The matter for clarification is the language ''In the event that all 
necessary authorizations, in form acceptable to the participants, cannot be 
obtained, or if so obtained, the conditions of any such authorization cannot 
be modified so as to meet Seller's objection thereto and Seller has elected 
to withdraw the gas covered hereby as above provided, Buyer may continue 
to purchase such gas and sell such gas to Northwestern or at any time there- 
after assign this Contract to Northwestern. '' which appears as the last sen- 
tence of Section 1 of Article II. It is our understanding that this sentence 
requires and binds us from the effective date of the Contract in accordance 
with the terms and conditions thereof either (a) to continue to purchase your 
share of the Pembina gas for the term of the Contract regardless of whether 
or not all necessary authorizations for The Project in form acceptable to 
the participants are obtained, or (b) to assign said Contract to Northwestern 
conditional upon Northwestern accepting such assignment and agreeing to 
be bound by all the applicable terms and conditions of the Contract including 
the obligation to purchase the gas covered thereby for the remainder of 
said term. 


The additions which we propose as amendments to said Contract 
are as follows: 


(1) Insert a new sentence following the second sentence of Section 2 of 
Article I] to read: 'If Northwestern has not constructed the necessary 
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pipeline facilities to take delivery of gas hereunder within sixty (60) 
days after 31 October, 1958, or within sixty (60) days after Seller 
has completed Seller's facilities, whichever is the later, Seller shall 
have the option to terminate this Contract upon thirty (30) days 
written notice to Buyer. ''! 


{2) At the end of the first sentence of Section 1 (iii) of Article X change 
the period to a comma and add: "and the arbitrators shall have the 
responsibility of determining fair market prices and the effective 
date thereof.'"! 


(3) Add the following Section 7 to Article XVI: 


le The books, records and accounts of each party hereto 
relating to the subject matter of this Contract shall be opened at 
all reasonable times for the inspection of the other party.'"' 


If you agree to the foregoing, will you please so indicate by signing 
and returning to us two copies of this letter. We will Sign and return one 
copy to you when we, following the procedure described in our letter of August 
29, 1957, execute the Contract for your share of the Pembina gas. The date 
of September 20, 1957 appearing twice in the next to the last paragraph of 
the August 29th letter has been extended by us to September 25, 1957. 


Yours very truly 


ALBERTA AND SOUTHERN GAS CO. LTD. 


By 


Accepted and agreed to 
as of the date of execution 
of said Contract 


By 
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THIS AGREEMENT made this lst day of November, 1957 


mY) 

® BETWEEN: 
SHELL OIL COMPANY, a body corporate, 
having an office and carrying on business in 
the City of Calgary, in the Province of 
Alberta, 


- and - 


CANADIAN SHELL EXPLORATIONS LIMITED, 

a body corporate, having an office and carrying 

on business in the City of Toronto, in the 

Province of Ontario, (hereinafter jointly called 

wrroducers'') 

OF THE FIRST PART 
- and - 
ALBERTA AND SOUTHERN GAS CO. LTD. ,; 
a body corporate, having an office and carry- 
~ ing on business in the City of Calgary, in the 
<>) Province of Alberta, (hereinafter called "Gas 
Company") 
OF THE SECOND PART 
WHEREAS: 
AG Producers now own or control petroleum and/or natural 

gas rights or interests and may hereafter acquire similar rights or interests 
in that area of land (hereinafter called ''the said area'') outlined. by a heavy 
black line on the map attached hereto and marked Schedule ''A" and by this 
reference made a part hereof, and Producers expect to develop and have gas 
available for sale therefrom; and 


jake Gas Company is engaged in the purchase of gas for a pipe- 


line project having for its principal purpose the transportation of pipeline gas 
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to markets in the State of California; and 

Oe Gas Company has entered into several gas purchase con- 
tracts in connection with said pipeline project; and 

1h, The parties hereto recognize that certain quantities of 
gas in addition to those sold and purchased under the said several gas purchase 
contracts will be required by Gas Company from time to time for the expansion 
of the said project, and that each of the said gas purchase contracts and all 
other contracts for the sale and purchase ot gas hereafter entered into bv Gas 
Company together constitute the present and prospective supply of gas for the 
said project; and 

ae The anticipated gas supply that may become available to 
Gas Company through the exercise of this option has been given consideration 
in locating the pipeline facilities of said project;_and 

Ey For the reasons aforesaid Gas Company desires to have 
the right to purchase any gas available for sale by Producers within the said 
area and within ecovomic reach of the said project, and Producers are will- 
ing to give Gas Company the right to purchase the same subject to the terms 
of this agreement. 

NOW, THEREFORE, in consideration of the premises the 
parties agree as follows: 

Te Producers hereby give and grant to Gas Company the 
exclusive right and option, irrevocable within the time herein limited for 


acceptance, to purchase from Producers subject to the terms and conditions 
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of this agreement, all the gas, except gas produced in association with oil, 
which Producers shall, from time to time, have available for sale from 
reserves in the said area in quantities which in Producers’ opinion warrant 
development for the purpose of producing and selling gas. 

aS Upon any such gas becoming available as aforesaid in 
the said area, Producers shall forthwith give Gas Company notice thereof 
(hereinafter called ''Producers' notice''). Producers shall attach to 
Producers’ notice a plat showing the location of the discovery well or wells 
and the lands owned or controlled by Producers in the vicinity thereof which 
in Producers’ opinion contain gas in commercial quantities (hereinafter 
called ''the said lands''). Producers! notice shall contain Producers’ best 
estimate of the proven and probable reserves underlying the said lands and 
a statement as to whether Producers tender such gas for delivery to Gas 
Company at the wellhead, the outlet of separator equipment, or the tail- 
gate of a processing plant to be constructed by Producers or their agent on 
the said lands. 

34 Within one (1) year from the date of receipt of Producers! 
notice, Gas Company shall give Producers notice whether or not it elects to 
purchase the gas designated therein. If Gas Company does not elect to pur- 
chase such gas, the said lands shall no longer be subject to this agreement. 

4. If Gas Company elects to purchase such gas, it shall 
specify in said notice the minimum reserves, not to exceed Producer's said 


estimate, necessary to justify a pipeline extension to the said lands and the 
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date when it will commence taking the gas (which date shall not be later than 
three (3) years after the date of Gas Company's notice). 

si Upon receipt of notice from Gas Company of its election to 
purchase such gas, Producers shall forthwith commence and diligently con- 
duct and carry to completion such development as is necessary in their opinion 
to obtain proven reserves sufficient to meet the minimum reserves require - 
ment specified by Gas Company in its notice. In the event Producers are un- 
able to prove up such minimum reserves, they shall promptly notify Gas 
Company thereof and specify the amount of reserves they have or will be able 
to prove up. Gas Company shall thereupon notify Producers whether it desires 
to withdraw its election to purchase such gas or to purchase such gas on the 


basis of the reduced reserves figure. If Gas Company withdraws its election 


to purchase such gas, the said lands shall no longer be subject to this agreement. 


6, After the reserves have been proven, as above provided, the 
parties shall promptly enter into a Gas Purchase Contract in the form, mutatis 
mutandis, of Schedule ''B" for the type of delivery designated by Producers in 
Producers’ notice, except that if prior to that date Gas Company has entered 
into any contract with any producer for the purchase of gas in the Province of 
Alberta under terms (including delivery conditions and price) which are con- 
sidered by Producers to be more favourable to that producer than those fixed 
in Schedule ''B" for the type of delivery so designated by Producers, Schedule 
''B'" shall be revised so as to substitute as appropriate the form and substance 


of such other contract. It is understood that in making such substitution all 
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properly applicable terms of such other contract will be incorporated rather 
than only those which Producers may consider would be more favourable to 
them. If the parties are unable to agree upon the appropriate dates, quan- 
tities and field description to insert in the blanks in the said Schedule ''B", 
the matter or matters in issue shall be referred to and determined by arbi- 
tration conducted in accordance with the provisions of Article XV of said 
penedule UB". 
fie (a) Producers shall not sell any gas from the said area, 

except gas produced in association with oil, other than to Gas Company un- 
less Producers shall have first complied with this agreement. In the event 
Producers have available for sale gas produced in association with oil from 
the said area, Producers shall, before offering such gas for sale to any 
third party, endeavour in good faith to arrange with Gas Company for the 
sale to it of such gas on terms acceptable to both parties. 

(b) Nothing herein contained, except paragraph 5, sh-ll be 
construed as requiring Producers to drill a well or wells within the said area. 

8. Any notice to be given under the terms of this agreement 

shall be in writing directed to the party to whom given at such party's address 
as follows: 

Shell Oil Company 

1027 - 8th Avenue West 

Calgary, Alberta 

Canadian Shell Explorations Limited 

600 University Avenue 


Toronto, Ontario 


Producers 
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Alberta and Southern Gas Co. Ltd. 

140 - 6th Avenue S. WwW. 

Calgary, Alberta 

Gas Company 
Either party may change its address by giving written notice to the other 
parties. 

9. (a) Subject to what is hereinafter provided, this agreement 
Shall be effective as of the date hereof and shall continue for a period of ten 
(10) years or until Gas Company has been offered gas reserves within eco- 
nomic reach of the said project (including any such reserves Gas Company 
does not elect to purchase) of at least five (5) trillion cubic feet under the 
provisions hereof, whichever shall first occur. The reserves contained in 
the Sarcee, Crossfield, Waterton and Homeglen-Rimbey Fields which Pro- 
ducers prior to the date hereof have agreed to sell to Gas Company shall 
contribute to said reserves of five (5) trillion cubic feet, but the gas in said 
Fields shall not otherwise be subject to the terms and conditions of this 
agreement. 

(b) In the event all permits, certificates, and other author- 
izations required under applicable laws and regulations for the construction 
and operation of the said pipeline project have not been obtained on or before 
December 31, 1960, Producers may at any time thereafter give Gas Company 
sixty (60) days' written notice of their intention to terminate this agreement 
and, unless prior to the expiration of the said sixty (60) day period all of the 


said permits, certificates, and other authorizations shall have been obtained, 
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this agreement shall terminate at the end of the said sixty (60) day period. 

10. The Okotoks and Jumping Pound Fields, as such fields are 
indicated on Schedule ''A'', are expressly excluded fromthe terms and con- 
ditions of this agreement. 

Deke Each party shall do and perform all such acts and things, 
execute and deliver all such instruments, documents and writings, and give 
all such assurances as may be necessary to give full effect to the provisions 
and intent of this agreement. 

12. The word ''reserves' shall have the meaning given for 
such word in Schedule ''B"'. 

13. This agreement shall bind and inure to the respective 
successors and assigns of the parties hereto; but no assignment shall release 
either party from such party's obligations hereunder without the written con- 
sent of the other party to such release, which consent shall not be unreason- 
ably withheld. Nothing herein contained shall prevent either party from 
pledging or mortgaging its rights hereunder as security for its indebtedness. 

IN WITNESS WHEREOF this agreement has been properly 


executed by the parties hereto as of the day and year first above written. 


SHELL O1LL, COMPANY, CANADIAN SHELL EXPLORATIONS LIMITED 
(Seal) 
By: Paul L. Kartzke By: V. Fe-G¥afstrom 
Vice-President Vice-President 
and by: and by: T. B. Brown 
(Seal) Assistant Secretary 
ALBERTA AND SOUTHERN GAS CO. LTD. 
(Seal) 
By: J. S. Moulton 


Vice-President 
and by: R. L. Winton 
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Schedule A 
Area covered by Gas Sales Option Agreement - Between : 
Canadian Shel! Explorations Limited 
and 
Shel! Oil Company 
and 
Alberta and Southern Gas Co. Ltd. 
Aug 28, !957 
Londs Excluded: 
* Jumping Poung Field 


All Township 24 Range 4 W5 isxcapt sections 2,3, 
4,5,8,S1/2 & Lsd's 1/,12,13 of Sec.9 and $I/2 Sec 
10) E 1/2 Township 24 Range 5 W5, W1/2 Township 
25 Range # W5;All Township 25 Range 5 WS: All rahenieidod asks 
Township 26 Range 5 W5: E |/2 Township 26 Range 

6 WS, WI/2 Township 27R 


onge 5 W5;All Township 
27 Range 6 WS; All Township 28 Ronge 6 WS. 


Okotoks Field: a 
All Township 20 Range 28 W4: All Township 20 | | 
Range 29 W4; All Township 2] Range 28 W4; All 
Township 21 Range 29 W4; All Township 22 Range 
28 W4, All Township 22 Range 29 W4 
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FIELD GAS PURCHASE CONTRACT 
Between: 


SHELL OIL COMPANY AND CANADIAN SHELL EXPLORA TIONS LIMITED 
Seller 


-and- 


ALBERTA AND SOUTHERN GAS CO. LTD. 
Buyer 


SCHEDULE "'B" 
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THIS GAS PURCHASE CONTRACT made the day of 


1957, 


BETWEEN 


SHELL OIL COMPANY, a body corporate, 

having an office and carrying on business 

in the City of Calgary, in the Province of 

Alberta, and 

CANADIAN SHELL EXPLORATIONS 

LIMITED, a body corporate, having an 

office and carrying on business in the City 

of Toronto, in the Province of Ontario, 
(hereinatter jointly referred to as "Seller") 

OF THE FIRST PART 
-and- 

ALBERTA AND SOUTHERN GAS CO, LTD., 

a body corporate, having an office and 

carrying on business in the City of Calgary, 


in the Province of Alberta, 


(hereinafter referred to as ''Buyer'') 


OF THE SECOND PART 


WirltliNe ki S?Sebaty) H ae Ty HA, Tix 
WHEREAS Buyer is a subsidiary of Pacific Gas and Electric 
Company, a California corporation, hereinafter referred to as "P, G. and 
Eien 
AND WHEREAS P, G, and E., and certain subsidiaries (includ- 


ing Buyer) and/or affiliates of P. G. and E., hereinafter referred to as 
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"the participants", propose to construct and operate a natural gas pipeline 
project, hereinafter called "The Project", having for its principal purpose 
the transportation of gas purchased Be Buyer to the existing integrated 
transmission and distribution system of P. G. and E. in the State of 
California; 

AND WHEREAS Seller owns or controls petroleum and natural 
gas rights or interests therein in the Field, 
as same is outlined by the heavy black line on the map marked "Exhibit A" 
annexed hereto; and Seller will have a supply of gas available from said 
Field and desires to sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from 
Seller together with natural gas from others for The Project. 

NOW THEREFORE it ig hereby agreed as follows: 
ARTICLE I - DEFINITIONS 

1, For the purpose of this Contract the following words and 
terms are defined as follows: 

(a) The word "day" shall mean a period of twenty-four (24) 
consecutive hours, beginning and ending at 8:00 o'clock A, M. Mountain 
Standard Time. 

(b) The word "month" shall mean a period beginning at 8:00 
o'clock A.M. on the first day of a calendar month and ending at 8:00 
o'clock A.M. on the first day of the next succeeding calendar month, 


(c) The term "contract year" shall mean a period of twelve 
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consecutive months beginning with the month of July, the first contract 
y8ar to begin with the month of July next following the date natural gas is 
first delivered hereunder, 

(d) The word "gas" shall mean either natural gas abtained 
from the wells or the residue remaining after the eetara) gas has been 
eredied tay the removal of any of its constituent parts other than methane 


and for the removal of methane to such extent as is necessary in removing 


other constituents,as the context may require. 


(e) The term "Buyer's facilities" shall mean the facilities 
canstituting The Project, together with such gathering facilities if any, as 
may be built by others which are necessary to receive and transport the 
quantities of gas which Buyer undertakes to buy under this Contract, 

(f) The term "Seller's facilities" shall mean such facilities 
as are required for Seller or its nominee to gather, process and deliver 
gas to Buyer in accordance with the terms and conditions of this Contract, 

(g) The term "Mcf" shall mean one thousand (1000) cubic 
feet of gas as determined on the measurement basis set forth in Article 
VI hereof. 

(h) The term "BTU" shall mean British Thermal Unit, 

(i) The term "gross heating value" shall mean the number 
of BTUs in a cubic foot of gas at a temperature of sixty degrees (60°) 
Fahrenheit, saturated with water vapor, and at an absolute pressure 


equivalent to thirty (30) inches of mercury at thirty-two degrees (32°) 


x 
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Fahrenheit. 

(j) The term "Seller's lands"! shall mean those lands in said 
Field in, under and from which Seller now has or may hereafter acquire 
the right to drill for, produce and dispose of gas, and the said right. 

(k) The word "lease" shall mean any right of the Seller to 
drill for, produce and dispose of gas in, under and from Seller's lands, 
and shall include any document evidencing such right. 

(1) The word "reserves" where used as a noun herein shall 
mean the quantities of merchantable gas which will be available to Seller 
from the total quantities of gas economically recoverable from Seller's 
lands after processing to satisfy the quality specifications of Section 1 of 
Article V hereof, less the quantities of gas reserved to Seller hereunder. 
ARTICLE II - CONDITIONS 

¥, Before The Project can be constructed and operated, all 

permits, certificates, and other authorizations required under applicable 
laws and regulations must be obtained. Buyer represents that Buyer and 
the other participants in The Project will use diligent efforts to procure 
such authorizations. Buyer shall notify Seller in writing within thirty (30) 
days after each such authorization, in form acceptable to Buyer, has been 
obtained, and furnish Seller a copy of such authorization. If such author- 
ization contains conditions that would preclude Buyer from fully perform- 
ing this Contract in accordance with its terms, Seller may within thirty (30) 
days after receipt of Buyer's notice give Buyer written notice of intention to 


terminate this Contract, stating in said notice the particular grounds of ob- 
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jection to the authorization; and unless Buyer shall promptly cause an appli- 
cation for rehearing to be made and such rehearing shall result in the author- 
ization being modified so as to meet Seller's objection, then this Contract shall 
terminate. In the event that on or before the expiration of fifteen (15) months 
from the date hereof all necessary authorizations in form acceptable to Buyer 
from the governmental authorities of the Province of Alberta shall not have 
been obtained, Seller may terminate this Contract by written notice to Buyer 
within sixty (60) days thereafter, aad in the event that on or before the expir- 
ation of twenty-four (24) months from the date hereof all other necessary 
authorizations, in form acceptable to Buyer, shall not have been obtained, 
Seller may at any time thereafter give Buyer sixty (60) days' written notice of 
its intention to terminate this Contract and, unless prior to the expiration of 
said sixty (60) day period all of said authorizations shall have been obtained, 
this Contract shall terminate at the end of said sixty (60) day period. 

The provisions of this Section 1 shall apply mutatis mutandis to 
the permits, certificates, and other authorizations required to be obtained by 
Seller under applicable laws and regulations. 

(Ap Buyer represents that immediately upon all such authorizations 


being obtained by the participants, they will proceed with due diligence to 


construct The Project, and Seller agrees that it will proceed with due diligence 


to drill and develop Seller's lands and construct Seller's facilities, Each 
party hereto will use its best efforts to the end that The Project may be plac- 
ed in operation by 30 November 1960. In the event Seller is capable of de- 


livering into The Project the quantity of gas required hereunder by 30 June 
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1961, or the expiration of thirty (30) months after all such authorizations 
have been obtained, whichever is the feta then : anless excused by 
Article XII hereof, Buyer shall thereafter pay for the quantity of gas it is 
obligated hereunder to take, or pay for if it does not take. 
ARTICLE Ill - RESERVATIONS OF SELLER 

Ue Seller hereby expressly reserves to itself the following rights, 
namely: to operate its properties, free from any control by Buyer, in such 
manner as Seller in its sole. discretion may deem advisable, including, but 
not sO as to restrict the generality of the foregoing, the right to determine 
when, whether and where any additional well will be drilled, or when and 
whether any well will be reworked or recompleted, or when and whether 
any of Seller's leases or gas wells cannot or has ceased to produce gas in 
paying quantities and is to be released or abandoned; to determine the 
manner in which the quantities of gas to be delivered hereunder shall be 
allocated to and produced by Seller from the respective gas weils of Seller 
on Seller's lands; to deliver to the persons entitled thereto the quantities of 
gas which such persons have reserved and are entitled to take in kind from 
Seller's lands; and to assign or farm out, subject to this Contract, any of 
Seller's leases. 

Ze Seller reserves to itself quantities of gas which may be re- 
quired for the development and operation of Seller's lands, including but er 
limited to, gas for gas lift operations and return to reservoir so long as 


such gas lift operations and return to reservoir do not interfere with Seller's 
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ability to deliver the quantity of gas required hereunder. Seller also 
reseryes to itself sufficient Sunes of gas for the operation of separator 
equipment, gasoline, and other extraction plants, compressor stations, 
and other facilities for the processing or hanaiiny of the gas to be deliver- 
ed hereunder and the products extracted therefrom. 

3. Seller may extract or permit the extraction of non-hydro~- 
carbons and hydrocarbons other than methane from the gas to be delivered 
hereunder, and shall have the right to remove such methane as is necessar- 
ily removed from the gas in recovering other constituents; provided that 
Seller by such dPodebe ny shall not reduce the grossa heating valve per cubic 
foot below pone thousand (1000) BTUs unless required to do so to render the 
gas capable of meeting the quality specifications set forth in Article V here- 
of. 

4, Seller may unitize any of Seller's leases in said field aaa may 
participate in any oil or gas proration, conservation, ratable taking or other 
similar program, provided that in the event Seller's leases are unitized with 


other properties in said field this Contract will cover Seller's interest in the 


unit derived from such leases and the gas attributable thereto, and provided 


further that in the event such unitization or other such program is entered 


into voluntarily by Seller, it shall use its best efforts to protect Buyer's 


rights hereunder and to prevent an appreciable reduction or postponement 
in the delivery to Buyer of the quantities of gas set forth in Article IV hereof, 


Seller shall not be required by the provisions hereof to produce 
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| any well in excess of its allowable rate of flow as fixed by law or regular 
o tory bodies, or in excess of its maximum efficient rate of flow as determin- 
ed by Seller, or in excess of the Lien rate of production permitted Seller 
under the terms of applicable Operating agreements in the case of a well 
jointly operated with other parties, whichever is the smallest quantity. 
6. For the period prior to the date on which The Project is placed 
in operation and for periods during which Buyer is prevented from taking de- 
livery of gas hereunder by any of the causes mentioned in Article XII, 
Seller shall have the right to sell and deliver gas to others in such quantities 
as may be necessary to prevent the flaring of gas or the termination of any 
of Seller's leases by reason of non-production, 
ARTICLE IV - QUANTITY OF GAS 
¥y 1, Seller estimates that its presently proven and probable reserves 
are equal to a volume of not less than Mcf per day for a twenty- 
five (25) year period. The Daily Contract Quantity which is subject to in- 
crease or decrease from time to time pursuant to the provisions of this Con- 
tract is initially Mcf per day. Subject to the terms and con- 
ditions of this Contract, Seller agrees to sell and deliver gas to Buyer at the 
point of delivery referred to in Article VIII, when and as requested by Buyer, 
and Buyer agrees to purchase gas from Seller as follows: 
(i) In the event that the date of first delivery hereunder is prior 
to 30 June 1961, for the period from the date of first delivery to 30 June 1961, 


Seller shall use its best efforts to deliver each day to Buyer the volume of gas 
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requested by Buyer up to one hundred and twenty percent (120%) of the 
Daily Contract Quantity and Buyer shall, during said period, use its best 
efforts to take an average daily volume equal to ninety percent:(90%) of the. - 
Daily Contract Quantity, 

(ii) For the period beginning on 1 July 1961 or, if it be later, 
the date of first delive ry hereunder, but in no event later than the expira-~- 
tion of thirty (30) months after all authorizations referred to in Article II: 
Have been obtained, and ending the next succeeding June 30, and each con- . 
tract year thereafter for the remainder of the term hereof, Seller shall dae 
liver each day to Buyer the volume of gas requested by Buyer up to one hun- 
dred and twenty percent (120%) of the Daily Contract Quantity; and Buyer . 
shall take during each contract year, if available hereunder, or pay for, if 
available and not taken hereunder, a minimum average daily volume equal... 
to ninety bervent (90%) of the Daily Contract Quantity; provided, however, 
that Buyer shall take, if available hereunder, not less than a minimum aver- 
age daily volume equal to eighty percent (80%) of the Daily Contract peat 27 ig 
during each month and a minimum ventas equal to seventy-five percent 
(75%) of the Daily Contract Quantity on each and every day. 

ee. Seller agrees that it will use its best efforts to increase ‘its avail- 

able reserves, In the event that by 1 July 1959 said reserves, as. agreed to:-by 
Seller and Buyer or, if they are unable to agree, as determined by a Consultant. 
selected in accordance with the provisions of Section 2 of Article XIV, are. 


equal to a volume of not less than one hundred and twenty-five percent (125%). 
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of the initial Daily Contract Quantity per day for a twenty-five (25) year 
period, then, subject to the obtaining of all necessary permits, certificates 
and other authorizations, Buyer and Seller agree to increase the initial Daily 
Contract Quantity by twenty-five percent (25%), effective 1 July 1962; pro- 
vided, further, that if by 1 July 1960 the said reserves, as agreed to or de- 
termined as aforesaid, are equal to a volume of not less than one hundred 
and fifty percent (150%) of the initial Daily Contract Quantity per day for a 
twenty-five (25) year period, the initial Daily Contract Quantity, subject to 
obtaining all necessary permits, certificates and other authorizations, will 
be increaeed by fifty percent (50%), effective 1 July 1963,” 

3. Seller agrees that Seller's facilihies and the number of wells 
which Seller drills initially, and from time to time thereafter, shall be 
sufficient, with reasonable allowance for anticipated decreases in deliver~ 
ability for any cause, including pressure decline, to enable it to deliver one 
hundred and twenty percent (120%) of the initial Daily Contract Quantity not 
later than the date The Project is ready for operation, and one hundred and 


twenty percent (120%) of the Daily Contract Quantity, as it may exist from 


‘time to time, thereafter; provided, however, that Seller shall not be re- 


quired to carry its overall development program beyond what the Seller con- 
gsiders to be commercially attractive. | 

4, If Buyer fails to take an average daily quantity equal to ninety 
percent (90%) of the Daily Contract Quantity for any period specified in Sub- — 


section (ii) of Section 1 of this Article, Buyer shall have the right during the 
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next two succeeding contract years after it has taken an average daily quan- 
tity equal to ninety percent (90%) of the Daily Contract Quantity during each 
such year, to take without further payment a quantity of gas up to the quan-~ 
tity paid for but not taken, but not to exceed on any one day, unless Seller 
consents thereto, a total volume greater than one hundred and twenty percent 
(120%) of the Daily Contract Quantity. 

Be If Seller fails for any twenty (20) days during any month to de- 
liver to Buyer the daily quantity of gas requested by Buyer up to one hundred 
and twenty percent (120%) of the Daily Contract Quantity (Buyer being ready, 
able and willing to take and pay for such quantity of gas) Buyer may notify 
Seller in writing of such failure or failures. Seller shall have such time as 
may be necessary, but in no event more than six (6) months from the date of 
receipt by Seller of Buyer's notice, in which to restore its ability to deliver 
such quantity, during which period the Daily Contract Quantity shall be reduced | 
temporarily to a volume equal to eighty-three and one-third percent (83-1/3%) 
of the average daily volume of gas Seller delivered to Buyer during the twenty 
(20) days on which Buyer's notice was based. In the event Seller's attempts 
to restore its ability to deliver one hundred and twenty percent (120%) of the 
Daily Contract Quantity in effect prior to such notice are unsuccessful, as 
evidenced by Seller's failure to deliver such quantity on each day of a thirty 
(30) consecutive day test conducted by Seller and Buyer for the thirty (30) day 
period commencing on the day following the end of said six (6) months period, 


or at such earlier time as Seller may request, Buyer shall have the right to 
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reduce the Daily Contract Quantity to a volume equal to eighty three and one 
third percent (83-1/3%) of the average daily volume of gas Seller delivered 
to Buyer during the last fifteen (15) days of said delivery test, 

6. If in any contract year there are in effect two or more volumes 
representing the Daily Contract Quantity, then Buyer's minimum obligation 
for such contract year to pay for gas, whether or not taken, shall be based 
upon the sum of the products of ninety percent (90%) of each such volume and 


the number of days each such volume was in effect. 


ARTICLE V - QUALITY OF GAS 


Le The gas delivered hereunder shall be merchantable gas, at all 
times complying with the following quality requirements: 
(i) Heating Value: The gas delivered hereunder shall have a 


gross heating value of not less than nine hundred and seventy-five (975) BTUs 


per cubic foot, but, with the consent of Buyer, gas at a lower gross heating 


value may be delivered. | 
(ii) Freedom from Objectionable Matter: The eaatdeiiieccd by 
Seller hereunder: 

(a) Shall be commercially free from sand, dust, gums, crude gil, 
impurities and other apiece chi substances which may be injurious to pipe 
lines or which may interfere with its transmission through pipe lines or its 
commercial utilization. 

(b) Shall not have a hydrocarbon dew-point in excess of fifteen 


degrees (15°) Fahrenheit at pressures up to eight hundred (800) pounds per 


12. . 


a 
a. 


ae 


Lig i 


i904 ytavileb bisa to eyeb (ef) seeded tasf ond geitint equ 


ve 


< BAy! 
"4° 


ovo bua sextk ytdygte of Laupe aniulov a od 4 atone sie 
ie 


berovileb tolle® esg to eomlov yliab eganeve sa} 20 cre\tcee) taodne qb 


st ets e1ed? taey Wbertios Yas fF :) 


errulov Ss om tO OW! 725 ke 2 


robiegildo surement ‘wove gots , ythineyh Joe rie oD yliad od? johnny 


hassd od Uae , exes Jon 10 TS ftodw , ag 202 YoY OF Tasy 798% et oo Mone 0k 
UJ 


hire pexctey tous dows to (a0) Inehteq YI CAN lo atowhorq edt to muse edt soqy 


a 
‘ie at wew accusloy ong fone ays to redawrn of? 


BAD 20 YTEIAUO + Vi St QIMTHA 


le 


late xebsusred bevevileb aay sit ee 


MW - “ P of ) od omnes x 
te , Sk SIG SINSHOLEM OO AtGRe TORRY s- 


oh 
ty geriwollol edi ditw githylqemee estat i 


‘ ve ' Ab on anaes 4}) « 
‘@ tents Vise V Jie 


A 
; d ilasa 26 cor baxzevileb esa oat La peitsok (t) 
be va % an 
atiTt (200) ewlt-yineves bite Det bet ent med? eeol ton to sulev guiised aeoxg 
gotisad aeotg towel 6 te BOR + eyud to Jaendon ont diiw ,jod ook oldwoweg — 
.betevilob od yar sxiay ‘ 
| a 
rpry o pu oi att * 7 e 2 A _ 
yd bereviieh way odT s19disM sidanoiiontdO mort moboos ! 2 7 


-robemrorod valle2 


orspiates od Iadt (8) ‘i ; 


ie okoro ,acre®e « jauh (base osork aott yilai 


} C 
pa a 


ar ay 

OM s 
ut co wont! agg dywordd aoientarenss! adi dw exes oted year — 
ire Ui) etn 


eaig of uvoiusiel ad yaos Apidw Bess t2tedue oldadatinetde za tito baw e 


i i 


isobian tthe Le 


4 OF @hovay (008) bovhanrd. tdgie of qu ore ts thodnent 


8/26 


Square inch gauge, 

(c) Shall not contain more than one (1) grain of hydrogen sulphide 
per one hundred (100) cubic feet, 

(d) Shall not contain more than ten (10) grains of total sulphur per 
one hundred (100) cubic feet. 

(e) Shall not contain more than two percent (2%) by volume of car- 
bon dioxide. 

(f) Shall not contain more than four (4) pounds of water vapor per 
one.million (1,000,000) cubic feet, 

(g) Shall not exceed one hundred and ten degrees (110°) Fahrenheit 
in temperature at the point of delivery. 

(h) Shall be as free of oxygen as Seller can keep it through the exere 
cise of all reasonable precautions, and shall not in any event contain more 
than four-tenths of one percent (0.4%) by volume of oxygen. 

De Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made by 
Seller, at Seller's expense, by approved standard methods in general use in 
the gas industry, and the water vapor content of such gas shall be determined 
by Seller, at Seller's expense, by the use of a dew~-point apparatus approved 
by Buyer and Seller, Tests shall be made by Seller frequently enough to 
assure that the gas is conforming continuously to the quality requirements, 
Buyer shall have the right to require Seller to remedy any deficiency of the gas 


in quality and, in the event such deficiency is not remedied, the right, in 


13.6 


sisyg (1) avo merit stect sisines Jon iini@- {9} ie 
7 : j 

Ae) — 
jyant oldwo (001) bethaud oae 19g 


Ak 


ehidgive negotbyn io 


+ % enters (01) a3? neds stom niaimoo ton ade (b) _ 


eee tierra Li o 
tietien | a 5 
yout siduro (00) barbawd sao 
can Yo servile som atstaoo toa liade (s) ; 


ebinotb nod 


’ 
+ 
_ 
- 
a) 
po! 
<u) 
“-_ 
rer 
— 


ign MOoO0 _t '* v i) sroiliiern.eao 
- 


i ne. aj e } | bite f “ud soo beesae ton ede (3) 


intog oi? ta studstegenst Al 


SV 00 (st ee. od Lad (i) - 


’ - 
= 
‘ 1 isda baw 43) sostq sidsuoeset iis lo onto 
P| 
wT O) tn nee arte ” atiiasde sgh sacl t 
eel 
: : i 
nial . 7 my a isto wreieb of ataeT oS 
AS , Ae 


9 afto Jneiaos asgyxo base sbiolh 


shart od Lise : . : etoc ert? is 7 


havotuce yd .eensqxe eveliss te yzeiled: 


i) ¥ 
ismereh erry 4 o it oo 100 eteve edt bas ,ytiewbab bag eit 
havortade auisteqds ren We s lo oer odd yd ,semegxs a'tellet 3s »tallee yd 
+? dayend rt oro i siliea va ey ase! ad liedes etna T talisé bas te ae Gi 
f if 
sinus ge ty gi © fy oF vieroumaiimos griarrotaos al &8q eas cated samy 


cetotieh yas yhemet of rolled etizpet of tiyit edi ovad Lede 4 ya 
. r My ee 

Ta OT, 

heibectat dom at yoootslied douse taeve ord et, , be tisup 


8/26 


addition to all other remedies available to it by law, to require Seller to 
discontinue deliveries hereunder until such deficiency is remedied. If 


Seller is unable to remedy the deficiency, Buyer's only remedy shall be 


the right to reduce the Daily Contract Quantity, as provided in Article IV, 


to eighty three and one-third percent (83-1/3%) of the volume which the 
Seller can deliver in conformity with the quality requirements hereof. 
ARTICLE VI - MEASUREMENT 

ia Unit of Measurement: The unit of volume for purposes of 
measurement hereunder, except for gross heating value, shall be one (1) 
cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit and 
at a pressure of fourteen and seventy-three one-hundredths (14,73) pounds 
per square inch absolute. For purposes of measurement the atmospheric 
pressure at the point of measurement hereunder shall be assumed to be 
constant at _ pounds per square inch absolute. 

2. Sales Unit: The sales unit of the gas delivered hereunder shall 
be one thousand (1000) cubic feet. 

Si Method of Measurement: All measuring equipment, devices 
and materials required in this Article shall be installed, maintained, and 
operated, or furnished, by Buyer at Buyer's expense, Seller may install 
and operate check measuring equipment provided it does not interfere with 
the use of Buyer's equipment. In determining the volumes of gas deliver- 
ed by Seller to Buyer at the point of delivery the following practices shall 


prevail: 


14, 


8/26 


(i) Metering: The gas shall be metered by one or more ori- 


fice meters installed and maintained, and volumes shall.be measured (except 


for correction for deviation from Boyle's Law), in accordance with the meth-~ 


ods prescribed in "Orifice Metering of Natural Gas!', Gas Measurement 


Committee Report No. 3, of the American Gas Association, including the: 


Appendix thereto, as published April 1955 or any subsequent revision thereof. 


‘acceptable to Buyer and Seller, Correction shall be made for deviation of 


the gas from Boyle's Law at the pressure and temperature at which the gas 
is metered. To determine the factors for such correction a quantitative 
analysis of the gas shall be made at reasonable intervals with such apparat- 
us as shall be agreed upon by Buyer and Seller, and such factors shall be ob- 


tained from data contained in "Supercompres sibility Factors for Natural Gae"',. 


| Volumes 1 through 6, inclusive, of in "Tables for the Determination of Super- 


compressibility Factors for Natural Gas Containing Nitrogen and/or Carbon 


Dioxide", Volume 7, as published by the American Gas Association in 1955.00: 


or any subsequent revision thereof acceptable to Buyer and Seller. | 


(ii) Specific Gravity: Tests to determine the specific gravity- 


of the gas being metered shall be made by Buyer in accordance with the Amer- 


ican Petroleum Institute's Recommended Practice 50A dated April 1953, or | 


any subsequent revision thereof acceptable to Buyer and Seller. The gas 
samples to be tested shall be representative of the gas being metered at the - 
time such samples are taken and may be either Spot samples or samples taken 


over a period oftime. Samples shall be taken at reasonable intervals by 
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sheet provided that Buyer shall take additional samples when requested 


he Seller sotodo. The specific gravity determined by any test shall apply 
to the gas metered from the date the spot sarmple was taken or from the 
Boronia okt date of a sample taken over a period of time, as the case: 
may be, until the next test. 

(iii) Temperature: The flowing temperature of the gas: being, 
metered shall be determined by means of a recording thermometer of a 
type acceptable to Buyer and Seller, installed and maintained by Buyer in: 
accordance with the specifications set forth in said Gas Measurement Com- 
mittee Report No. 3. The arithmetical average of readings each day shall. 
be deemed the gas temperature and used in computing the sfitiign’ of gas» 
metered during such day. 

(iv) Correction and Adjustment: If at any time any of the: 
measuring equipment is registering inaccurately by an amount exceeding 


two percent (2%) at a reading corresponding to the average hourly rate of. 


flow.since the last preceding test, the previous readings of such equipment .— 


shall be corrected to zero error for any period definitely known or agreed - - 
upon, or if not so known or agreed upon, for a period of sixteen (16) days. 
ae one~half (1/2) of the elapsed time since the last test, wniieiek is short’ 
er, If the measuring equipment is out of service, the volume of gas de- 
livered during such period shall be determined: 

(a) by using the data recorded by any check measuring equipment oe 


accurately registering; or 
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(b) | if such check measuring equipment is not registering accur- 
ately but the percentage of error is ascertainable by a calibration test, by 
using the data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above can be 
used, by estimating the quantity delivered, by reference to deliveries under 
Similar conditions during a period when the equipment was registering 
accurately. 

No correction shall be made in the recorded volumes of gas delivered for 
inaccuracies in measuring Sacipelent of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is com- 
mingled with gas of other producers in said field at the point of delivery 
hereunder, the practices set forth in the paeceding Subsections of this Sec- | 
tion 3 shall be applicable to the said commingled gas and Seller shall cause 
the operator of the processing plant to advise Buyer as to how the commin-«~ 
gled gas taken by Buyer at such point shall be allocated between Seller and 
such other producers. 

4, Heating Value: Tests to determine the gross heating value of * 
gas delivered shall be made by Buyer utilizing a Cutler~Hammer recording 
calorimeter, or the equivalent, operated and maintained in accordance with a 
General Oruet No. 58B, "Standards of Calorimetry for Gusto Fuels", 
approved December 28, 1955 by the Public Utilities Commission of the State — 
of California, or any subsequent mervied thereof acceptable to Buyer and. | 


Seller. The gas samples to be tested shall be representative of the gas 
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delivered at the time such samples are taken and may be “Since spot sam - 
ples or samples taken over a period of time. Samples shall be taken at 
reasonable intervals by Buyer, provided that Buyer shall take additional 
samples when requested by Seller sotodo. The gross heating value de- 
termined by any test shall apply to the gas delivered from the date the spot 
sample was taken or from the commencement date of a sample taken over a 
period of time, as the case may be, until the next test. The gross heating 
value per cubic foot of gas delivered shall be determined for any month by 
taking the arithmetical average of the daily heating values as determined in 
accordance with this Section 4. 
ARTICLE VII - MEASURING AND TESTING EQUIPMENT 

Le Testing Meten Equipment: The accuracy of Buyer's measur- 
ing equipment shall be verified BY test, fee means and methods acceptable 
to Seller, at least once SacH month and at other times upon Reane st of Buyer 
or Seller. Nerigs of the time and nature of each test shall ne given by 
Buyer to Seller sufficiently i in adcauce to permit convenient arrangement for 
Seller's representative to be present. Tests and adjustments: shall be made 
in the presence of and ehretecd aRY. a representative of Seller, if eranent and 
if any of the measuring equipment is found to be registe: zing inaccurately in 
any peccantedc? it shall be adjusted at once to read as accurately as possible, 
If, after notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. All 


testa of such measuring equipment shall be made at Buyer's expense, except 
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that Seller shall bear the expense of tests made at its request if the in- 
accuracy is found to be two percent (2%) or less. 

2. Inspection of Equipment: Buyer and Seller shall have the right 
to inspect equipment installed or furnished by the other, and the charts and — 
other measurement or test data of the other, at all times during business 
hours; but the reading, calibration and adjustment of such equipment and 
changing of charts shall be done only by the party installing and furnishing 
same. Unless the parties otherwise agree, each party shall preserve all 
original test data, charts and other similar records in such party's posses- 


sion for a period of at least six (6) years. 


ARTICLE VUI - DELIVERY PRESSURE AND POINT OF DELIVERY 
REE IE ITER SSS Senet snsenetinastoonantanasnscnmstnemssne anasnrenat ony ase 


l, The delivery pressure of the gas delivered hereunder shall be 
any pressure required by Buyer not in excess of nine hundred (900) pounds 
per square inch gauge. _In the event that compression facilities are re~ 
quired to bring such gas to the pressure required by Buyer under this Sec- 
tion, then Seller shall have the option of installing such facilities, and in 


the event that Seller Sh not desire to install such facilities, then Buyer 


shall have the right todo so. In the event that both Buyer and Seller elect 


not to install compression facilities, then the Daily Contract Quantity shall 
be reduced to a volume equal to eighty three and one-third percent (83-1/ 3%) 
of the daily quantity of gas Seller is then capable of delivering to Buyer at 


such delivery pressure, If Buyer requests gas at a pressure higher than 


herein provided and Seller is willing and able to maintain such higher pressure, 
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then Seller shall be compensated for such higher pressure ata rate agreed 
upon between Buyer and Seller. 

2. The point of delivery of all gas delivered hereunder shall be 
where such gas leaves Seller's facilities and enters Buyer's facilities at a 
central point in the field or at the outlet of the plant where Seller's gas is 
processed. 

oe Title to all gas delivered hereunder shall pass from Seller to 
Buyer at the point of delivery. Until passage of title Seller shall be deem- 


ed to be in control and possession of and be responsible for such gas, and 


thereafter Buyer shall be deemed to be in control and possession of and be 


responsible for such gas. 


ARTICLE IX - TERM OF CONTRACT 


Subject to the other provisions hereof, this Contract shall be 
effective from the date hereof and shall continue for a period of twenty-five | 
(25) contract years or until the expiration of Buyer's authorization to re- 
move gas purchased hereunder from the Bronce of Alberta, whichever 


first occurs. 


ARTICLE X - PRICE 


Le (i) The prices to be paid by Buyer for gas delivered here- 
under or required to be paid for if tendered and not taken, during the follow- 


ing respective periods, unless changed as hereinafter provided, shall be as 


follows: 
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Period Price 

From the date of initial delivery through 

June 30, 1961 -... 13,50¢ per Mcf 
From July 1, 1961 through June 30, 1962... . 14.50¢. per Mcf 
From July 1, 1962 through June 30, 1963.... 15.25¢ per Mcf 
From July 1, 1963 through June 30, 1964... . 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965... . 16.25¢ per Mcf 
From July 1, 1965 through June 30, 1966.... 16.50¢ per Mcf 
From July 1, 1966 through June 30, 1967... . 16.75¢ per Mcf 
From July 1, 1967 through June 30, 1968... . 17.00¢ per Mcf 
From July 1, 1968 through June 30, 1973... . 17.25¢ per Mcf 
From July 1, 1973 through June 30, 1978.... 18.50¢ per Mcf | 
From July 1, 1978 through June 30, 1983.... 19.75¢ per Mcf 
From July 1, 1983 and thereafter during ia ae 

the term hereof - «+». 21.00¢ per Mcf 
The'foregoing prices are expressed in Canadian currency. 

(ii) Buyer and Seller shall endeavor to renegotiate the prices 
to be paid: pursuant to this Contract for the pricing period commencing on 
July 1, 1968 and at each five year interval thereafter during the term of 
this Contract. 

(iii) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the 
manner in which negotiations are proceeding, then such party shall‘have the 
right to refer the matter to arbitration in accordance with Article XV. 

Regardless of anything herein elsewhere contained, any prices 
fixed by renegotiation or by arbitration shall in no event be effective earlier. 
than the first day of such pricing period or be lower than the prices set forth 


in ‘Subsection (i) of this Section 1. 


a The prices stated in Subsection (i) of Section 1 of this Article X 
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shall be applicable to gas delivered hereunder for any month with & gidis 
heating value per cubic foot of gas of no more 2a one thousand and twenty- 


five (1025) BTUs and no less than one thousand (1000) BTUs. Ifthe gross 


| Resting ite per cubic foot of gas delivered hereunder for any month is less 


than one thousand (1000) BTUs or more than one thousand and twenty-five 
(1025) BTUs, the price of such gas shall be the product of the price stated in 


Subsection (i) of Section 1 of this Article X and the applicable multiplier se- 


| lected from the following table: 


BTU Content Multiplier 


For gas with a BTU content of more than 1025 to 1050 inclusive 1,025 
For gas with a BTU content of more than 1050 to 1075 inclusive 1,050 


For gas with a BTU content of more than 1075 1.075 . 

For gas with a BTU content of less than 1000 to 975 inclusive '.975 

For gas with a BTU content of less than 975 to 950 inclusive . «950 
3. If at any time during the term of this Contract any new or in- 


creased occupation, production, severance or sales tax or taxes of similar 
nature or equivalent in effect (not including income, capital st ock, franchise 
or property taxes), other than or in excess of a tax prevailing as of the date | 
hereof, shall be imposed by any lawful authority on the gas delivered to Buy- | 
er pursuant to this Contract or on or in respect to the production thereof, or 
on the sale thereof, so that Seller shall be required to pay such increase 
either directly or iidive civ Buyer shall, subject to the conditions: herein- 
after set forth, pay to Seller one-half (1/2) of such new taxes or: one-half 
(1/2) of any such increase intaxes. In case any such reimbursement of 


taxes is to be made, Seller shall notify Buyer immediately and shall:within 
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ninety (90) days prepare and submit to Buyer a statement setting forth the 
amount of such new or additional taxes that it has paid, and within thirty 
(30) days after submission of such statement Buyer shall reimburse Seller 
to the extent of one-half (1/2) of such new or additional taxes as herein de- 
fined which Seller shall have so paid. 

4, Notwithstanding any provision of this Contract to the contrary, 
if in order to comply with or by reason of any present or future law, rule, 
regucation or order of any governmental authority having jurisdiction, the 
basis or method of measurement of gas delivered hereunder is changed, 
then the price per Mcf for gas purchased hereunder shall be adjusted so that 
Seller will receive the same total payment as would have been rece ived had 
no such change in the basis or method of ineasurement been rade! 

5. On or before August 15th of each year of the term hereof, com- 


mencing with the year 1968, Buyer will give written notice to Seller stating 


, therein the weighted average of Buyer's cost per Mcf of gas purchased (in- 


cluding gas paid for but not taken) for the contract year ending on the immed- 
iately preceding June 30th, from gas producers delivering gas to Buyer or 

Buyer's nominee, from fields located in whole or in part within the Province 
of Alberta. In the event such weighted average of Buyer's cost per Mcf is 

greater than the price per Mcf payable to Seller under the provisions of this . 
Contract other than the provisions of this Section 5 for gas deliverable to Buy- 
er hereunder for any month during the twelve (12) months period commencing 


on the next following November lst, Buyer will increase the price per Mcf 
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payable to Seller for gas delivered hereunder during such foonth by az am ount 
equal to the difference between such weighted average of Buyer's coat per Mef 
ae 7 Lee price per Mcf payable to Seller under the provisiéns df this Coittedet 
ote: than the provisions of this Section 5. The term "Cost per Met as used 
herein shall mean the purchase price per Mcf, plus the anjount pur Mef, if any}! ' 
paid by Buyer to a producer for the kind of taxes included in Section 3 of this ' 
Article paid or payable bf the producer, and such purchase price per Mcf abatt 
be determined with respect to such other purchases on the same basis of quat- ; 
ity (including BTU content), measurement, and terms and conditions 6f deliv. 
ery as provided for gas delivered hereunder, 


6. Currency Adjustment ‘ 


(i) During any month in which the arithmetical average of the 


daily exchange rate of Canadian currency and Ynited States currency ae pub-. 


lished at Twelve o'clock (12:00) noon Eastern Standard Time or Eaatérna Daya. 


light Time, ae the case may be, by the Bank of Canada at thé City of Ottawa, 


is not more than one Hundred and Five (105) United States Cente. or net lése 


than Ninety-five (95) United States Cents for One (1) Canadian Dollar, then the 
total quantity of gas delivered by the Seller to the Buyer in Wee month eat be 
considered sold and Purchased at the prices provided for herein in Cansdian 
currency. 

(ii) During any month in which the average exchange rate detery 


mined as provided in Subsection (i) above is in excess of One Hundred and 


Five (105) United States Cents and is not more than One Hundred and Ten (110) ' 
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United States Cents for One (1) Canadian Dollar, or is less than Ninety-five 
(95) United States Cents but not less than Ninety (90) United States Cents for 
One (1) Canadian Dollar, then the total quantity of gas delivered by the Sell- 
er to the Buyer in such month, subject to the provisions of Subsection (v) ef 
this Section 6, shall be considered sold and purchased at the price in Canadian 
currency calculated as follows: 

LET: Pc = price payable in Canadian currency during the month; 


CG = the volume of gas sold out of The Project during such 
month to purchasers for use in Canada; 


US = the volume of gas sold out of The Project during such 
month to purchasers for use in the United States; 


P = price in the Contract; 


. E «® the average exchange rate during such month deter- 
Av mined in accordance with the provisions of Subsec--. 
# tion (i) above; 


THEN: In case such average exchange rate exceeds One Hundred and | 


Five (105) United States Cents for One (1) Canadian Dollar: 


Pe = ( C x2) $ ( US xPx105 ) 
( C + US - | ( C.s US _ eth) 


In case such average exchange rate is less than Ninety-five 
- (95) United States Cents for One (1) Canadian Dollar: 


Pe = { Gia gait Pale = 24 ( US _xPx 98 ) 
( © # US % ( C * US E ) 


(iii) | In the event that such average @xchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for less than three (3) consecutive 


months, the price payable by Buyer to Seller for gas @elivered hereunder dur- 
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ing such months shall be adjusted in accordance with the applicable formula 
set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Ninety (90) United States Cents, respectively, as 
the case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for at least three (3) consecutive | 
months, then the currency adjustment formula to be used for such months 
and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however, that pending completion of 
such renegotiation the price edits by Buyer to Seller shall be calculated 
in accordance with the applicable ee set forth in Subsection of aed 
Section 6. The. currency adjustment formula agreed Bros in. such renego-. 
tiation shall be retroactive to JME monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Ganecian Dollar, and the pay- Ml | 
ments between Buyer and Sellex shall be gAiteted accordingly. If the parties 
are unable to agree upon a currency adjustm ent formula within six (6) months 
then either party shall have the right to have the currency adjustment formula 
applicable during such period determined by arbitration in oe aahte with 
Article XV. hae 

(v) In no event shall the value of "Pc" as calculated under the 


provisions of Subsections (ii), (iii), and (iv) (for the period pending renego- 


26. 


oy 


tiation as provided therein) of this Section 6 exceed or be less than the val- 


ue of "P'', as the case may be, by more than One (1) Cent per Mcf, 


_ ARTICLE XI - BILLINGS AND PAYMENTS 


le Buyer shall render to Seller on or before the fifteenth-day of 
each month a statement as to the amount of gas delivered by Seer during 
the month preceding. Seller shall render an invoice therefor as soon.as 
practicable after receipt of said statement. Unless objected teuby either 
party within thirty (30) days after either the receipt by Seller of said state. , 
ment, or, if during said thirty (30) day period Seller has requested the re- 
lated meter charts, after the receipt of such charts, said statement shall 
be accepted by both parties as correct. Buyer agrees to make payment 
(in Canadian currency) to Seller on or before the twenty-fifth day of such 
month or the tenth day after receipt of Seller's invoice, whichever shall 
occur later. Should Buyer fail to pay any amount due to Seller by the due 
date, interest thereon shall accrue at the rate of six percent (6%) per annum 
fe such date until paid; and if such failure to pay continues for bay (60) 
days, Seller thereafter may suspend delive ries of gas hereunder and if ich 
failure continues for thirty (30) additional days, Seller thereafter may, in 
addition to all other remedies available to it by law, teats this Contract; 
provided, however, in order for Seller to have the right to suspend deliver- 
ies or terminate this Contract, Seller must first have notified Buyer in writ-' 
ing fifteen (15) days prior to exercising either or both of such rights of its 


intent to do so and give Buyer the right to pay the amount so due to Seller with- 


rae 6: 


in such fifteen (15) day period. Either Buyer or Seller may submitto arbi- 
tration in accordance with Article XV any dispute as to the amount due Seller 
fox gae delivered hereunder; and pending the arbitrators' award Seller's 
remedies hereinabove provided shall be suspended as to the amount in contro- 
versy. 

Ze If, by reason of the provisions of Article IV hereof that Buyer 
shall pay Seller for an average daily volume equal to ninety percent (90%) of 
the Daily Contract Quantity during each contract year, whether taken or not, 
a payment for gas not taken shall be due Seller from Buyer, such payment 
shall be made to Seller within sixty (60) days after the end of the contract 
year for which such payment shall be due. Said payment shall*be based on 
the price in effect on the last day of said year. The provisions of Section 1 
of this Article as to non-payment shall be applicable to this Section 2. 

oh All calculations with respect to the price per Mcf of gas shall 
be carried to five significant figures and the price per Mcf as ao calculated 


rounded to the nearest one-hundredth (1/100th) of a cent. . 


ARTICLE XII - FORCE MAJEURE 


be hs If either party to this Contract shall fail to perform any obli- 
gation hereby imposed upon it and such failure shall be caused, or mater«- 
ially contributed to, by any acts of God, strikes, lockouts, or other indus-= 


trial diaturbances, acts of the Queen's enemies, sabotage, wars, blockades, 


" jneurrections, riots, epidemics, landslides, lightning, earthquakes, floods é 


storms, fires, washouts, arrests and restraints of rulers and peoples, civil 
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distatbances, axplosions, breakage of or accident to machinery or lines of 

| pins, hydrate obstructions of lines of pipe, temporary failure of gas supply, 

3 freexing of wells or delivery facilities, well blowouts, craterings, inability. 

te obtain pipe, materials or equipment including those necessary for The 
Project, the order of any court or governmental authority which has been. 
reeisted in good faith by all reasonable legal means, or by any act ee omiee - 
sion including failure to take gas) of a purchaser of gas from Buyer, of é a 
transporter of gas to Buyer, or of a transporter of gas Purchased by Buyer, 
which is occasioned by any event or occurrence of the character. described 

in this Article XII as constituting force majeure, or any other cause, whether 
of the kind herein enumerated or otherwise, not within the control of the per- 
ty pecking this Article and which by the exercise of due diligence such party 
could not have prevented, or shall be occasioned BY the neces sity for making 
repairs to or ice aha eeane wells, ‘machinery, equipment, or pipelines, not 
resulting from the fault or maniieence of such party, such failure shall not be 
deemed to be a breach of the obligation of such party hereunder, but auch 
Poe shall use reasonable diligence to put itself again in a position to carry 
out its obligations hereunder, Dheiereccins provisions shall be construed 
80 as to reduce Buyer's obligation to pay for gas, whether or not taken, by an 
amount proportionate to the quantity of gas Buyer shall be unable to aitake in any 
contract year as a consequence of any of the aforementioned causes, Nothing 
contained herein shall be construed to require either party to settle a eect or 


lockout by acceding against its judgment to the demands of opposing parties. 
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hs No such cause affecting the performance of this Contract by 
either party shall continue to relieve such party from its obligation after 
the expiration of a reasonable period of time within which by the use of due 
diligence such party could have remedied the situation preventing its per- 
formance, nor shall any such cause relieve either arty from its obligation 
to make payment. of amounts then due hereunder, nor shall any such cause 
relieve either party from its obligation unless such party shall give notice 
thereof in writing e the other party with reasonable promptness; and like 
notice shall be given upon termination of such cause. 
ARTICLE XIII - WARRANTY OF TITLE AND RESPONSIBILITY OF SELLER 


Seller represents and warrants that it has full right and author- 


ity to enter into this Contract, that, subject to failure of title through inad- 


vertence or causes beyond the reasonable. control of Seller and to the applic- 


able laws, rules and regulations, Seller's leases are, in Seller's opinion, in 


~ 


"full force and effect and capable of being maintained and Seller agrees it will 


not, except throughinadvertence, sell, quit claim or otherwise dispose of ‘any 
of said leases for as long as in Seller's. opinion gas can be produced therefrom’ 
in paying quantities if the Peet Aeesa ante will'be for reance Seller's ability 

to fully perform its undertakings hereunder, that Seller has title to the gas to 
be sold and delivered hereunder and that all such gas is owned and will be de- 
livered by Seller free from all ida and aver ie wigianhe including liens to. 


secure payment of any taxes.* Seller shall at all times have the obligation to 


make settlements for all royalties and overriding royalties due and payments 
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to the mineral and royalty owners under Seller's leases and other docu- 
ments, as may appear of record or otherwise be binding upon Seller, and 
in accordance with the terms of the respective leases and other documents, 
and to make settlements with all other persons having any interest in the 
gas sold hereunder. Seller agrees to indemnify Buyer and save it harm - 
less from all suits, actions, debits, accounts, damages, costs, losses, 
liabilities and expenses arising from or out of claims of any or all persons 
to said gas or to royalties, taxes, or other charges thereon which attach 
before the title passes to Buyer or which may be levied and assessed upon 
the sale thereof to Buyer. In the event of any adverse claim of any char- 
acter whatsoever being ae Pore = respect to any of said gas, Buyer may 
retain, as peru ty for the performance of Seller's obligations with respect 
to such claim under this Section, the purchase price thereof up to the amount 
of such claim, without incurring liability for interest, until such claim has 
been finally determined or until Seller shall have furnished bond to Buyer 


conditioned for the protection of Buyer with respect to such claim. | 


ARTICLE XIV - RESERVES OF SELLER 


he Seller dedicates exclusively to the performance ot this Contract 
all its reserves and Seller agrees to make available to Buyer therefrom suffic- 
ient gas to ensure peer eeraancs of this Contract. 

2. Commencing in the year 1963, prior to July 1 of said year and. 


of each odd numbered year thereafter during the term hereof, Seller and 


Buyer will conduct a joint study of Seller's reserves dedicated hereto and the 
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deliverability therefrom to determine whether or not Seller is capable of 
performance of this Contract, and, if capable, whether Seller has dedi- 
cated to its performance reserves in excess of those required for perfor- 
mance of this Contract. In the event Seller and Buyer are unable to agree 
upon the amount of reserves dedicated hereto or the deliverability there- 
from, or both, a qualified independent consulting engineer or firm (herein 
referred to as ''Consultant"') shall be selected by the parties in the follow- 
ing manner to determine the matter in question. Seller and Buyer shall 
immediately exchange lists each containing in the order of preference the 
names of not less than five acceptable Consultants. The name appearing 
highest in the order of preference on both such lists shall be employed by 
the parties as the Consultant. In the event that there is no name in com- 
mon to both such lists, or that there are two names accorded equally high 
preference (considering their respective positions on both lists), then the 
Consultant shall be selected by lot from among said two names accorded 
equally high preference, or, if there be no such names, from among the 
first names on each list. The Consultant so employed shall determine the 
matter in question as soon as feasible. The determination of the Consult- 
ant shall be final and Binains on the parties, and the parties shall abide 
thereby. The fees and expenses of such Consultant shall be paid in equal 
proportions by the Buyer and Seller. 

oie (i) In the event it is determined by the parties or the Consult- 


ant that reserves are sufficient, but deliverability is insufficient, Seller 


$2. 
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shall proceed with such additional development as may be neces sary from 


time to time to comply with Section 3 of Article IV. In the event Seller 


shall fail within six (6) months from and after such determination to com- 
plete such additional development as may be necessary to comply with Sec- 
tion 3 of Article IV, Buyer shall have the right, in addition to all other rem- 
edies available to it by law, to reduce the Daily Contract Quantity to eighty 
three and one-third percent (83-1/3%) of the deliverability. 

(ii) In the event it is determined by the parties or the Consult- 
ant that reserves are insufficient, then Seller shall, within six (6) months 
from and after such determination, make every reasonable effort to make 
available and dedicate to this Contract such additional uncommitted quan- 
tities of gas as it may have or in the exercise of its sole discretion may 
acquire, as may be necessary to make up the deficiency in reserves and 
which are available at a point of delivery satisfactory to Buyer. In the 
event Seller shall fail to make available the additional reserves neces sary 
to make up such deficiency, Buyer shall have the right to reduce the Daily 
Contract Quantity in direct proportion to the deficiency in the reserves re- 
quired for the performance of this Contract for the remainder of the term 
hereof, 

(iii) In the event it is determined by the parties or the Con- 
sultant that Seller has dedicated reserves in excess of those required for 
Seller to perform this Contract for the remainder of the term hereof, Sell- 


er agrees to sell and Buyer agrees to purchase the gas from such excess 
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reserves under the terms and conditions of this Contract, and the appropri- 


ate increase in. the Daily Contract Quantity and the exfective date thereof 
shall be agreed upon by Buyer and Seller or, if they fail to agree, shall be 
determined by arbit ration as provided in Article XV. Buyer and Seller 
agree to use their best endeavors to procure all permits, certificates, and 
other authorizations necessary to make the gas from such excess reserves 
available for the purpose of The Project. In the event the parties cannot 
obtain such authorizations in form acceptable to them within one and one- 
half (1-1/2) years after tite said appropriate increase has been agreed upon 
or determined, then at the election of Seller said excess reserves shall be 
considered surplus to this Contract and Buyer shall have no further right 
to, or control of, such excess reserves or any portion thereof and Seller 


may sell, use or otherwise dispose of any gas therefrom in any manner that 


Seller in its judgment may deem advisable. 


4. Notwithstanding anything to the contrary contained in this Con- 
tract, Buyer's sole remedy for any insufficiency in the ak wet required 
for the performance of this Contract shall be the reduction of the Daily Con- 
tract Quantity. 

5, Seller shall, from time to time at Buyer's request, furnish te 
Buyer such geological, engineering and production data available to Seller 
as may be needed for a study of the gas reserves and deliverability thereof, 
including electrical logs, core analyses and any and all information pertain- 


ing to such wells; provided, however, that Seller shall not be required to 
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furnish any data the release of which would be prejudicial, in Seller's 
opinion, to its interests. 
ARTICLE XV - ARBITRATION 

Any arbitration provided for in this Contract or agreed to 
by the parties shall be conducted in accordance with the following pro- 
cedures and principles: 

Upon the written demand of either party and within ten (10) 
days from the date of such demand, each party shall appoint an arbitra-. 
tor and the two arbitrators so appointed shall promptly thereafter appoint 
athird. Inthe event more than one party has executed this Contract as 
Seller and more than one of such parties is involved in the same contro- 
versy with Buyer, they shall be considered as one party. If either par- 
ty shall fail to appoint an arbitrator within ten (10) days from the date of 
such demand, then the arbitrator shall be appointed by a judge of the 
Supreme Court of Alberta. If the two arbitrators shall fail w‘thin ten 
(10) days from their appointment to agree upon and appoint the third arbi- 
trator, then upon the application of either party, such third arbitrator 
shall be appointed by a judge of the Supreme Court of Alberta. 

The arbitrators shall proceed immediately to hear and de- 
termine the matter in controversy. The award of the arbitrators, ora 
majority ofthem,shall be made within forty-five (45) days after the appoint- 
ment of the third arbitrator, subject to any reasonable delay due to unfore- 


seen circumstances. 


oo 
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The award of the arbitrators shall be drawn up in writing and 
signed by the arbitrators, or a majority of them, and shall be final and bind- 
ing on the parties, and the parties shall abide by the etme and perform the 
terms and conditions thereof, Usiers otherwise determined by the arbitra- 
torsthe fees and expenses of the arbitrator named for the Seller shall be paid 
by Seller, the fees and expenses of the arbitrator named for the Buyer shall 
be paid by the Buyer and the fees and expenses of the third arbitrator shall 
be paid in equal proportion by the Buyer and the Seller. 

ARTICLE XVI - MISCELLANEOUS PROVISIONS 

lig No waiver by Buyer or Seller of any default by the other under 
this Contract shall operate as a waiver of a future default, whether of a like 
or different character. 

ee This Contract shall bind and inure to the respective successors 
and assigns of the parties hereto; but no assignment shall release either par- 
ty from such party's obligations hereunder without the written consent of the 
other party te such release, which consent shall not be unreasonably withheld. 
Nothing herein contained shall prevent either party from pledging or mortgag- 
ing its rights hereunder as security for its indebtedness. 

36 Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided for 
herein shall be directed to the party to whom given, made or delivered at such 


party's address as follows: 
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BUYER: Alberta and Southern Gas Co, Ltd. 
140-6th Avenue S. W. 
Calgary, Alberta 


SELLER: Shell Oil Company 
1027-8th Avenue West 
Calgary, Alberta 


Canadian Shell Explorations Limited 
600 University Avenue: 
Toronto, Ontario. 


Any notice hereunder shall be deemed to have been given 48 hours after 


such netice has been deposited in a post office with requisite postage 


thereon. Either party may change its address by giving written notice 


te the other party; provided, however, in no event shall Buyer be obli- 
gated to pay for gas purchased hereunder at a point outside of Canada or 


in currency other than Canadian currency. 


4, This Contract and the rights and obligations of the parties 
hereunder are subject to all present and future laws, rules, regulations 
and-erdersg. of any legislative body or duly constituted authority now or here- 


after-having jurisdiction. 


5, This Contract shall be construed in accordance with the laws 
ef the Province of Alberta. . 
6. The headings used throughout this Contract are inserted for 
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reference purposes only and are not to be considered or taken into account 


in construing the terms and provisions of any Article nor to be deemed in 


any way to qualify, modify or explain the effects of any such term or pro- 


vision. 


IN WITNESS WHEREOF this Contract has been properly exe- 


cuted by the parties hereto as of the day and year first above written. 


"SELLER"! 


"BUYER" 


SHELL OIL COMPANY 


By 
CE Se en er a ee 


By 
ze Becta Wath ANE A ev ROCA RATE CN Tk 


CANADIAN SHELL EXPLORATIONS LIMITED 
By 


ee eee 


By 


ALBERTA AND SOUTHERN GAS CO, LTD. 
By 


Se eS ees SSSI 


By 


38. 


Aa A ~= .f ’ 
' ve A 
HA ay sana! 
' we i 


invosas otnk ees To bauhineies ed of toa ets he vine sono 
ri ene ad of 202 aloittA. ys to anoleivesq bere. exist edt a 
“ora 10 oxte? dove yan to etostio ad? ere are 10 ytibor: ,vUlsup ie yaw ay fe 
vaciaiy | i 

-9xo ylteqo1g asad ead tostinoD aidt TOSAGAW 2eauTIW ME ; 


- 


asitiuw eveds text 1807 bas ysb odi to 26 oleted aeitteg oi yd betiro 
YUAIMOD HO LIaHe 
Ya 


A A A NN AAO ALTE ELLIOT A ILL LEA ORL D LE LALLA SLAIN, 


va 


etch NO LEAT EOL SELLE ANNEAL NDNA ALLELE NA ALI OL ALLA A AY 


Ca TIMI QMOrrAdAQ JaXa IIGHe VAIGAMAS: 
ya a 


ALA ABS IRAE LE ON NE NEL RONAN AER AAD MOTORS HE i eae eal 


ya 


PS terre tegen t a Ert | tier 1 CAI Ng RR COROT OM SNES Ne he Re ATE TON AS I NTL CIE 


“AAL1G8" 


OTL .OD 2AD UAGHTVOe CHA ATAPEGIA 


ein te NO a RA ORE LT 49 AEDES eh ARO AB AAEM REAP ASARMAAC HET UNH 


FIELD GAS PURCHASE CONTRACT 
Between: 


SHELL OIL COMPANY AND CANADIAN SHELL EXPLORATIONS LIMITED 


Seller 
- and - 


ALBERTA AND SOUTHERN GAS CO. LTD. 


Se 


Buyer 


SCHEDULE ‘‘B’ 


YT 


! 
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DEFINITIONS 

CONDITIONS 
RESERVATIONS OF SELLER 
QUANTITY OF GAS 
QUALITY OF GAS 
MEASUREMENT 


MEASURING AND TESTING 
HQUIPMENT 


DELIVERY PRESSURE AND 
POINTS OF DELIVERY 


TERM OF CONTRACT 
PRICE 

BILLINGS AND PAYMENTS 
FORCE MAJEURE 


WARRANTY OF TITLE AND 
RESPONSIBILITY OF SELLER 


RESERVES OF SELLER 
ARBITRATION 


MISCELLANEOUS PROVISIONS 


0000 


Page 


THIS GAS PURCHASE CONTRACT made the day of 


SHELL OIL COMPANY, a body corporate, 
having an office and carrying on 
business in the City of Calgary, in 
the Province of Alberta, and 
CANADIAN SHELL EXPLORATIONS LIMITED, 
a body corporate, having an office 
and carrying on business in the City 
of Toronto, in the Province of Ontario, 
(hereinafter jointly referred to as "Seller") 
OF THE FIRST PART 
- and - 
ALBERTA AND SOUTHERN GAS CO. LTD., 
a body corporate, having an office 
and carrying on business in the City 
of Calgary, in the Province of Alberta, 
(hereinafter referred to as "Buyer") 
OF THE SECOND PART 
Re NR BS 8 Ten TA Ae 
WHEREAS Buyer is a subsidiary of Pacific Gas and Electric Com- 
pany, a California corporation, hereinafter referred to as "P. G. and E."; 
AND WHEREAS P. G. and E. and certain subsidiaries (including 
Buyer) and/or affiliates of P. G. and E., hereinafter referred to as "the 
participants", propose to construct and operete a natural gas pipeline 
project, hereinafter called "The Project", having for its principal purpose 
the transportation of gas purchased by Buyer to the existing integrated 


transmission and distribution system of P. G. and E. in the State of 


California; 
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AND WHEREAS Seller owns or controls petroleum and natural gas 


rights or interests therein in the Field, 
as same is outlined by the heavy black line on the map marked "Exhibit 
A" annexed hereto; and Seller will have a supply of gas available from 
said Field and desires to sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from Seller 
together with natural gas from others for The Project. 

NOW THEREFORE it is hereby agreed as follows: 

ARTICLE I - DEFINITIONS 
le For the purpose of this Contract the following words and terms 
are defined as follows: 

(a) The word "day" shall mean a period of twenty-four (24) 
consecutive hours, beginning and ending at 8:00 o'clock A.M. Mountain 
Standard Time. 

(bo) The word "month" shall mean a period beginning at 8:00 
o'clock A.M. on the first day of a calendar month and ending at 8:00 
o'clock A.M. on the first day of the next succeeding calendar month. 

(c) The term "contract year" shall mean a period of twelve (12) 
consecutive months beginning with the month of July, the first contract 
year to begin with the month of July next following the date natural gas 
is first delivered hereunder. 

(d) The word "gas" shall mean either natural gas obtained from 
the wells in its natural state or the residue remaining after the natural 
gas has been treated for the removal of any of its constituent parts other 
than methane and for the removal of methane to such extent as is necessary 


in removing other constituents, as the context may require. 
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AND WHEREAS Seller owns or controls petroleum and natural gas 
rights or interests therein in the Field, 
as same is outlined by the heavy black line on the map marked "Exhibit 
A" annexed hereto; and Seller will have a supply of gas available from 
said Field and desires to sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from Seller 
together with natural gas from others for The Project. 

NOW THEREFORE it is hereby agreed as follows: 

ARTICLE I - DEFINITIONS 
1. For the purpose of this Contract the following words and terms 
are defined as follows: 

(a) The word "day" shall mean a period of twenty-four (24) 
consecutive hours, beginning and ending at 8:00 o'clock A.M. Mountain 
Standard Time. 

(>) The word "month" shall mean a period beginning at 8:00 
o'clock A.M. on the first day of a calendar month and ending at 8:00 
o'clock A.M. on the first day of the next succeeding calendar month. 

(c) The term "contract year" shall mean a period of twelve (12) 
consecutive months beginning with the month of July, the first contract 
year to begin with the month of July next following the date natural gas 


is first delivered hereunder. 


(a) The word "gas" shall mean either that component part of the 


natural gas obtained from the wells in its natural state which remains after 


separation of liquids therefrom by mechanical means or the residue remaining 


after the natural gas has been treated for the removal of any of its con- 
stituent parts other than methane and for the removal of methane to such 
extent as is necessary in removing other constituents, as the context may 


require. 


2 
(This page to be used for delivery at outlet of separator) 
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(e) The term "pipeline gas" shall mean that component part of 
the gas delivered at the point of delivery which remains after the removal 
of such liquid hydrocarbons as Buyer or its nominee may remove from the 
gas and such carbon dioxide, sulphur compounds, water vapor and such other 
substances as Buyer or its nominee may remove in its treating and de- 
hydration facilities in order to make such remaining gas of the quality 
required for transmission in the main pipeline of The Project and any gas 
used by Buyer or its nominee as fuel required in such removal processes, 
not to exceed however, such quantity of fuel as would reasonably be re- 
quired therefor as determined by good engineering practices. 

(f) The term "Buyer's facilities" shall mean the facilities 
constituting The Project, including such facilities as are required for 
? Buyer or its nominee to receive, gather and process the gas delivered by 
Seller and to transport the quantities of pipeline gas obtained from the 
gas which Buyer undertakes to buy under this Contract. 

(g) The term "Seller's facilities" shall mean such facilities 
as are required for Seller to deliver gas to Buyer in accordance with the 
terms and conditions of this Contract. 

(nh) The term "Seller's lands" shall mean those lands in said 
Field in, under and from which Seller now has or may hereafter acquire the 
right to drill for, produce and dispose of gas, and the said right. 

(i) The word "lease" shall mean any right of the Seller to 
drill for, produce and dispose of gas in, under and from Seller's lands, 
and shall include any document evidencing such right. 

(j) The word "reserves" where used as a noun herein shall mean 


7) the quantities of gas which will be available to Seller from the total 
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quantities of gas economically recoverable from Seller's lands, less the 
quantities of gas reserved to Seller hereunder. 

(k) The term "Mcf" shall mean one thousand (1000) cubic feet 
of gas as determined on the measurement basis set forth in Article VI hereof. 

(1) The term "BTU" shall mean British Thermal Unit. 

(m) The term "gross heating value" shall mean the number of 
BTUs in a cubic foot of gas at a temperature of sixty degrees (60°) Fahren- 
heit, saturated with water vapor, and at an absolute pressure equivalent to 
thirty (30) inches of mercury at thirty-two degrees (32°) Fahrenheit. 

(n) The term "gallon" shall mean an imperial gallon. 

(0) The term "GPM" shall mean gallons per Mcf. 

(p) The term "LPG" shall mean liquefied petroleum gas consist- 
ing of propane and/or butane. 

(q) The term "pentanes plus" shall mean pentanes and heavier 
hydrocarbons. 

(r) The term "LPM" shall mean pounds per Mcf. 
ARTICLE II - CONDITIONS 

1. Before The Project can be constructed and operated, all permits, 

certificates, and other authorizations required under applicable laws and 
regulations must be obtained. Buyer represents that Buyer and the other 
participants in The Project will use diligent efforts to procure such auth- 
orizations. Buyer shall notify Seller in writing within thirty (30) days 
after each such authorization, in form acceptable to Buyer, has been obtained, 
and furnish Seller a copy of such authorization. If such authorization con- 
tains conditions that would preclude Buyer from fully performing this Con- 


tract in accordance with its terms, Seller may within thirty (30) days 
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after receipt of Buyer's notice give Buyer written notice of intention to 
terminate this Contract, stating in said notice the particular grounds of 
objection to the authorization; and unless Buyer shall promptly cause an 
application for rehearing to be made and such rehearing shall result in the 
authorization being modified so as to meet Seller's objection, then this 
Contract shall terminate. In the event that on or before the expiration 
of fifteen (15) months from the date hereof all necessary authorizations 
in form acceptable to Buyer from the governmental authorities of the Prov- 
ince of Alberta shall not have been obtained, Seller may terminate this 
Contract by written notice to Buyer within sixty (60) days thereafter, 

and in the event that on or before the expiration of twenty-four (24) 
months from the date hereof all other necessary authorizations, in form 
acceptable to Buyer, shall not have been obtained, Seller may at any time 
thereafter give Buyer sixty (60) days' written notice of its intention to 
terminate this Contract and, unless prior to the expiration of said sixty 
(60) day period all of said authorizations shall have been obtained, this 
Contract shall terminate at the end of said sixty (60) day period. 

The provisions of this Section 1 shall apply mutatis mutandis 
to the permits, certificates, and other authorizations required to be ob- 
tained by Seller under applicable laws and regulations. 

2 Buyer represents that immediately upon all such authorizations 
being obtained by the participants, they will proceed with due diligence 
to construct The Project. Buyer or its nominee will install facilities, 
sometimes hereinafter referred to as a "plant" or "plants", for the removal 
of liquid hydrocarbons and/or hydrogen sulphide from the gas delivered neree 


under and/or for the manufacture of by-products therefrom if Buyer considers 
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9 it is commercially attractive to do so or necessary to make such gas of the 
quality required for transmission in the main pipeline of The Project; pro- 
vided, however, that such processing shall not reduce the gross heating 
value of the pipeline gas below one thousand (1000) BTUs per cubic foot 
unless it is necessary to do so to meet said quality and/or a hydrocarbon 
dew-point of fifteen degrees (15°) Fahrenheit at pressures up to eight hun- 
dred (800) pounds per square inch gauge. Seller agrees that immediately 
upon said authorizations being obtained it will proceed with due diligence 
to drill and develop Seller's lands and construct Seller's facilities. Each 
party hereto will use its best efforts to the end that The Project may be 
placed in operation by 30 November 1960. In the event Seller is capable of 
delivering to Buyer the quantity of gas required hereunder by 30 June 1961, 
or the expiration of thirty (30) months after all such authorizations have 
been obtained, whichever is the later, then, unless excused by Article XII 
hereof, Buyer shall thereafter pay for the quantity of gas it is obligated 
hereunder to take, or pay for if it does not take. 
ARTICLE III - RESERVATIONS OF SELLER 

le Seller hereby expressly reserves to itself the following rights, 
namely: to operate its properties, free from any control by Buyer, in such 
manner as Seller in its sole discretion may deem advisable, including, but 
not so as to restrict the generality of the foregoing, the right to deter- 
mine when, whether and where any additional well will be drilled, or when 
and whether any well will be reworked or recompleted, or when and whether 
any of Seller's leases or gas wells cannot or has ceased to produce gas in 
paying quantities and is to be released or abandoned; to determine the 


9 manner in which the quantities of gas to be delivered hereunder shall be 
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allocated to and produced by Seller from the respective gas wells of Seller 
on Seller's lands; to deliver to the persons entitled thereto the quantities 
of gas which such persons have reserved and are entitled to take in kind 
from Seller's lands; and to assign or farm out, subject to this Contract, 
any of Seller's leases. 

as Seller reserves to itself quantities of gas which may be required 
for the development and operation of Seller's lands including but not 
limited to, gas for gas lift operations and return to reservoir so long as 
such gas lift operations and return to reservoir do not interfere with 
Seller's ability to deliver the quantity of gas required hereunder. Seller 


also reserves to itself sufficient quantities of gas for the operation of 


* compressor stations, and other facilities for effecting delivery of gas to 
Buyer. 
e In the event Buyer or its nominee constructs a plant or plants 


for the recovery of liquid hydrocarbons and/or hydrogen sulphide from the 
gas delivered hereunder, Seller reserves the right to take in kind Seller's 
share of the by-products recovered and/or manufactured from such gas, as 
determined under the provisions of Article V hereof; provided, however, 
that Seller must exercise such right, with respect to each contract year 
during the term of this Contract, wpon sixty (60) days prior written notice 
to Buyer. If Seller exercises such right in accordance with the fore- 
going, Seller agrees to remove its share of by-products from the said 
plant or plants at a rate which will enable the said plant or plants to 


operate continuously with a maximum of five (5) days storage of such by- 
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products, and Buyer or its nominee shall not be obligated to provide more 
than the said five (5) days storage. 

, Seller may unitize any of Seller's leases in said field and may 
participate in any oil or gas proration, conservation, ratable taking or 
other similar program, provided that in the event Seller's leases are 
unitized with other properties in said field this Contract will cover Seller's 
interest in the unit derived from such leases and the gas attributable there- 
to, and provided further that in the event such unitization or other such 
program is entered into voluntarily by Seller, it shall use its best efforts 
to protect Buyer's rights hereunder and to prevent an appreciable reduction 
or postponement in the delivery to Buyer of the quantities of gas set forth 
in Article IV hereof. 

ea Seller shall not be required by the provisions hereof to produce 
any well in excess of its allowable rate of flow as fixed by law or regulatory 
bodies, or in excess of its maximum efficient rate of flow as determined by 
Seller, or in excess of the current rate of production permitted Seller under 
the terms of applicable operating agreements in the case of a well jointly 
operated with other parties, whichever is the smallest quantity. 

6¢ For the period prior to the date on which The Project is placed 
in operation and for periods during which Buyer is prevented from taking 
delivery of gas hereunder by any of the causes mentioned in Article XII, 
Seller shall have the right to sell and deliver gas to others in such 
quantities as may be necessary to prevent the flaring of gas or the termin- 
ation of any of Seller's leases by reason of non-production. 

ARTICLE IV - QUANTITY OF GAS 


Le Seller estimates that its presently proven and probable reserves 


= 


stom ebtvorq ot botsgifdo ed ton [fade sentmon avi 10 —— ,asout 
ei 2 7 


.ogetose aves (2) evi? ies edt madd 
yaw foe bielt blee ai eeesel e'tellee to yas szisiaw vain w0lle8 . 4 as i 
2 


19 poites eideta: ,colsavisanoo ,aolvsto1g sa 10 Ifo yas at staqtolsiag 
ois eseeel s'talle8 tmsve sdt ot tad? bebivoig (meTQ01d raLtate zadto 
e'asffei reves Libr toattned atdd bieltt bles at selvreqow terdvo dhe Ses iaiay 
agieds afdetudixdts een edd bas eeasel dove mort bevineab siav edt at teetetat 
flows selito 1 soljastilow dope tusve edd nt stadt tedtxt hebivomg base cor 
afxotts geod afl sar Linde $i ,rellea “a viliustaufov otnl Serene at meTRO TT 
nolwoube1 esidatosiggs ne jnsvenq ot bas tshaserod etdgit s'xeywr tostomg oF 
di10t toa say to seisivnavp odd ‘to toyed of cna edt at tuemenoqvacq 1° 
.tosted VI eioteaA ot 
soubota ot tosted anotetverg ods yd Detiupet ed tou [isds rwLiet 2 

wiotalupet 10 wal yd Sextt ea wolt to atest oldewolle att to ssesoxs al Liew was. 
yd Senimreteb as wolt to sist tmsloitis mmtxaa etl to assoxe at 10 .2otbod 
sebay i1silsé bets turreq no.ttouborg to e¢at tnetwo odd to esceoxe at - cTaLLee 
yicguto(, Liew s Io sess odd ak atnemsetys anisaseae sides tiags bas aursot edt 
-Wisesup taollams oft at tevedotdw haces tosito ditty botereqo 

beoaia at sootoxt eit doldw no steb edd of zelte bolxeq edt 0% ; ss 
giitet mort betasve7g el req doidw gatiwb eboltreq ay bas soleaeeae at 
,1IX elotstA at becoltasm aseue> edt to qs xd sebaveted aay 20 ‘ oviiad 
. | tk sob‘ avi Sa a gs ot eS oa 


7 
catured oi 20 nag 20 guinalt oi tueveeg of Yasensoas s ‘on aa “ID 


oe .notvouborg-non Yo aosee7 ov (id seanel @ x ‘settee 3 22 to yas to aolte 


a ww — GL» ev" an rey We 2 aimee = ae H 


sovssest sidadong bas severe yidaeang ait tat noseaises 10108 


10/30 


are equal to a volume of not less than (A) Mcf per day for a 
twenty-five (25) year period and that a volume of (B) Mcf 
per day of pipeline gas will be obtainable from said reserves. The Daily 
Contract Quantity which is subject to increase or decrease from time to 
time pursuant to the provisions of this Contract is initially oo Oe 
Mcf per day of gas. Subject to the terms and conditions of this Contract, 
Seller agrees to deliver gas to Buyer at the points of delivery referred to 
in Article VIII, when and as requested by Buyer, and Buyer agrees to pur- 
chase gas from Seller as follows: 

(i) In the event that the date of first delivery hereunder is 
prior to 30 June 1961, for the period from the date of first delivery to 30 
June 1961, Seller shall use its best efforts to deliver each day to Buyer 

r the volume of gas requested by Buyer up to one hundred and twenty percent 
(120%) of the Daily Contract Quantity and Buyer shall, during said period, 
use its best efforts to take an average daily volume equal to ninety percent 
(90%) of the Daily Contract Quantity. 

(ii) For the period beginning on 1 July 1961 erg/it atake later, 
the date of first delivery hereunder, but in no event later than the expira- 
tion of thirty (30) months after all authorizations referred to in Article 
IT have been obtained, and ending the next succeeding June 30, and each 
contract year thereafter for the remainder of the term hereof, Seller shall 
deliver each day to Buyer the volume of gas requested by Buyer up to one 
hundred and twenty percent (120%) of the Daily Contract Quantity; and Buyer 
shall take during each contract year, if available hereunder, or pay for, 
if available and not taken hereunder, a minimum average daily volume equal 


a to ninety percent (90%) of the Daily Contract Quantity; provided, however, 
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that Buyer shall take, if available hereunder, not less than a minimum 
average daily volume equal to eighty percent (80%) of the Daily Contract 
Quantity during each month and a minimum volume equal to seventy-five 
percent (75%) of the Daily Contract Quantity on each and every day. 

In the event that the quantity of pipeline gas obtainable from 


the initial Daily Contract Quantity is greater than (B) Mcf 


then Buyer may by written notice to Seller reduce the initial Daily Con- 
tract Quantity hereunder to that volume of gas from which (B) 
Mcf of pipeline gas is obtainable. 
2. Seller agrees that it will use its best efforts to increase 
its available reserves. In the event that by 1 July 1959 said reserves, 
as agreed to by Seller and Buyer or, if they are unable to agree, as deter- 
mined by a Consultant selected in accordance with the provisions of Section 
2 of Article XIV, are equal to a volume of not less than one hundred and 
twenty-five percent (125%) of the initial Daily Contract Quantity per day 
for a twenty-five (25) year period, then, subject to the obtaining of all 
necessary permits, certificates and other authorizations, Buyer and Seller 
agree to increase the initial Daily Contract Quantity by twenty-five percent 
(25%), effective 1 July 1962; provided further, that if by 1 July 1960 the 
said reserves, as agreed to or determined as aforesaid, are equal toa 
volume of not less than one hundred and fifty percent (150%) of the initial 
Daily Contract Quantity per day for a twenty-five (25) year period, the 
initial Daily Contract Quantity, subject to obtaining all necessary permits, 
9 certificates and other authorizations, will be increased by fifty percent 
(50%) effective 1 July 1963. 
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33 Seller agrees that Seller's facilities and the number of wells 
which Seller drills initially, and from time to time thereafter, shall be 
sufficient, with reasonable allowance for anticipated decreases in deliver- 
ability for any cause, including pressure decline, to enable it to deliver 
one hundred and twenty percent (120%) of the initial Daily Contract Quantity 
not later than the date The Project is ready for operation, and one hundred 
and twenty percent (120% ) of the Daily Contract Quantity, as it may exist 
from time to time, thereafter; provided, however, that Seller shall not be 
required to carry its overall development program beyond what the Seller 
considers to be commercially attractive. 

4, If Buyer fails to take an average daily quantity of gas equal to 
ninety percent (90% ) of the Daily Contract Quantity for any period specified 
in Subsection (ii) of Section 1 of this Article, Buyer shall have the right 
during the next two succeeding contract years after it has taken an average 
daily quantity equal to ninety percent (90%) of the Daily Contract Quantity 
during each such year, to take without further payment a quantity of gas up 
to the quantity paid for but not taken, but not to exceed on any one day, 
unless Seller consents thereto, a total volume greater than one hundred and 
twenty percent (120%) of the Daily Contract Quantity. 

5s If Seller fails for any twenty (20) days during any month to 
deliver to Buyer the daily quantity of gas requested by Buyer up to one hun- 
dred and twenty percent (120%) of the Daily Contract Quantity (Buyer being 
ready, able and willing to take and pay for such quantity of gas) Buyer may 
notify Seller in writing of such failure or failures. Seller shall have 
such time as may be necessary, but in no event more than six (6) months from 


the date of receipt by Seller of Buyer's notice, in which to restore its 
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ability to deliver such quantity, during which period the Daily Contract 
Quantity shall be reduced temporarily to a volume equal to eighty-three and 
one-third percent (83-1/3%) of the average daily volume of gas Seller deliver- 
ed to Buyer during the twenty (20) days on which Buyer's notice was based. 
In the event Seller's attempts to restore its ability to deliver one hundred 
and twenty percent (120%) of the Daily Contract Quantity in effect prior to 
such notice are unsuccessful, as evidenced by Seller's failure to deliver 
such quantity on each day of a thirty (30) consecutive day test conducted by 
Seller and Buyer for the thirty (30) day period commencing on the day follow- 
ing the end of said six (6) months period, or at such earlier time as Seller 
may request, Buyer shall have the right to reduce the Daily Contract Quantity 
to a volume equal to eighty-three and one-third percent (83-1/3%) of the 
average daily volume of gas Seller delivered to Buyer during the last fifteen 
(15) days of said delivery test. 

6. If in any contract year there are in effect two or more volumes 
representing the Daily Contract Quantity, then Buyer's minimum obligation 
for such contract year to pay for gas, whether or not taken, shall be based 
upon the sum of the products of ninety percent (90%) of each such volume and 
the number of days each such volume was in effect. 
ARTICLE V - QUALITY OF GAS 

diva Specification for Gas: The gas delivered hereunder shall be 
of the quality which exists at the point or points at which delivery is made. 
Such gas shall be as free of oxygen as Seller can keep it through the exer- 
cise of all reasonable precautions, and shall not in any event contain more 
than four-tenths of one percent (0.4%) by volume of oxygen. 


Be Analyses of Gas: Buyer shall, in the presence of a representative 
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of Seller, from time to time and as frequently as is found expedient in 
practice, but not more often than once a year unless Buyer shall elect so 
to do, conduct tests and measurements to determine the average analysis of 
the gas delivered at each delivery point and agree with Seller thereon. The 
tests and measurements shall be carried out in a manner mutually acceptable 
to Seller and Buyer using the low temperature fractional distillation method, 
or some other approved method acceptable to both Seller and Buyer to deter- 
mine the gas volume percentage composition of the gas from which the follow- 
ing theoretical values shall be computed: 
(ily) The GPM of LPG; 
(ii) The GPM of pentanes plus; 
(iii) The LPM of sulphur; 
ia) (iv) The content of any other substance being removed and saved; 
(v) The "theoretical percentage of shrinkage" in the gas, such 
percentage being the sum of the gas volume percentage com- 
position of the gas in LPG, pentanes plus, hydrogen sulphide, 
and any other substance being removed from the gas. 

By Allocation of By-products: In the event Buyer or its nominee 
constructs a plant or plants for the as inerenn of liquid hydrocarbons and/or 
hydrogen sulphide from the gas delivered hereunder, the quantities of by- 
products recovered and/or manufactured from such gas shall be determined each 
month for each delivery point connected to such plant or plants. Said 
quantities shall be determined as follows: 

(i) The gallons of LPG shall be determined by multiplying the 
actual plant production in gallons of LPG during the month by a fraction, the 


9 numerator of which shall be the "theoretical gallons of LPG" contained in the 
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gas delivered from such delivery point and the denominator of which shall 


be the total "theoretical gallons of LPG" contained in all gas delivered to 


the plant by Seller and others. The "theoretical gallons of LPG" herein- 
before mentioned shall be the product of the volume of gas delivered from 
the delivery point during the month and the GPM of LPG for such delivery 
point determined in accordance with the procedure in Section 2 of this 
Article. 

(ii) The gallons of liquid hydrocarbons other than LPG shall 
be determined by multiplying the actual plant production in gallons of 
liquid hydrocarbons other than LPG during the month by a fraction, the 


numerator of which shall be the "theoretical gallons of pentanes plus” 


contained in the gas delivered from such delivery point and the denominator 


of which shall be the total "theoretical gallons of pentanes plus” con- 
tained in all gas delivered to the plant by Seller and others. The 
"theoretical gallons of pentanes plus" hereinbefore mentioned shall be 
the product of the volume of gas delivered from the delivery point during 
the month and the GPM of pentanes plus for such delivery point determined 
in accordance with the procedure in Section 2 of this Article. 

(iii) The pounds of sulphur shall be determined by multi- 
plying the actual plant production in pounds of sulphur during the month 
by a fraction, the numerator of which shall be the "theoretical pounds of 
sulphur" contained in the gas delivered from such delivery point and the 
denominator of which shall be the total "theoretical pounds of sulphur” 
contained in all gas delivered to the plant by Seller and others. The 
"theoretical pounds of sulphur" hereinbefore mentioned shall be the product 


of the volume of gas delivered from the delivery point during the month 
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and the LPM of sulphur for such delivery point determined in accordance 
with the procedure in Section 2 of this Article. 

(iv) The quantities of other substances, if any, recovered 
and/or manufactured from the gas delivered hereunder shall be allocated to 
each delivery point in a manner comparable with the provisions of Sub- 
sections (i), (ii) and (iii) of this Section 3. 

4, Seller's Share of By-products: Seller's share of the by- 
products recovered from the gas delivered hereunder shall be determined each 
month for each delivery point as follows: 

(i) In the event Seller exercises its right to take Seller's 
share of the by-products in kind as provided in Section 3 of Article IIT 
hereof, Seller's share of the by-products shall be determined by multiplying 
the quantity of each by-product at such delivery point determined under Sec- 
tion 3 of this Article by the "applicable percentage". Such "applicable 
percentage" shall be selected from the following table based on the theoret- 
ical value of the GPM of pentanes plus in the gas delivered at such delivery 


point during such month as computed under Section 2 of this Article: 


GPM of Pentanes Pius in Gas Applicable Percentage 
Less than 0.25 0% 
Equal to 0.25 but less than 0.50 37% 
Equal to 0.50 but less than 0.75 38% 
Equal to 0.75 but less than 1.00 39% 
Equal to or more than 1.00 Ow 


(ii) In the event Seller does not elect to take Seller's share 
of the by-products in kind, Seller's share of the by-products shall be 
determined by multiplying the quantity of each by-product determined in 
accordance with Subsection (i) of this Section 4 by a fraction, the numer- 


ator of which shall be the total sales of such by-product during the month 
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and the denominator of which shall be the actual plant production of such 
by-product during such month. 

Notwithstanding anything elsewhere contained in this Contract, 
if any gas delivered to Buyer hereunder which contains 0.25 GPM or more of 
pentanes plus is processed by Buyer, or any other person or corporation 
except the ultimate consumer, Seller shall be entitled to receive and Buyer 
shall be obliged to deliver or cause to be delivered to Seller either 
Seller's share of the by-products therefrom in kind or payment therefor in 
accordance with this Contract, unless such processing is performed inde- 
pendently after such gas has been processed so that it: 

(a) has a hydrocarbon dew-point of not more than 

fifteen degrees (15°) Fahrenheit at pressures 
up to eight hundred (800) pounds per square 
inch gauge; 
(b) contains not more than ten (10) grains of 
hydrogen sulphide per one hundred (100) 
cubic feet; 
(c) contains not more than twenty (20) grains of 
total sulphur per one hundred (100) cubic 
feet; and 
(d) contains not more than two percent (2%) by 
volume of carbon dioxide. 
ARTICLE VI - MEASUREMENT 
A Unit of Measurement: The unit of volume for purposes of 
measurement hereunder, except for gross heating value, shall be one (1) 


cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit and 
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at a pressure of fourteen and seventy-three one-hundredths (14.73) pounds 
per square inch absolute. For purposes of measurement the atmospheric 
pressure at the point of measurement hereunder shall be assumed to be 
constant at pounds per square inch absolute. 

Z's Method of Measurement: All measuring equipment, devices and 
materials required in this Article shall be installed, maintained, and 
operated, or furnished, by Buyer at Buyer's expense. Seller may install 
and operate check measuring equipment provided it does not interfere with 
the use of Buyer's equipment. In determining the volumes of gas delivered 
at each delivery point and also the residue gas produced by any plant which 
Buyer or its nominee may construct for the purpose of treating or process- 
ing the gas delivered by Seller to Buyer hereunder, and the gas used as 
fuel therein, the following practices shall prevail: 

(i) Metering: The gas shall be metered at each point of 
delivery, at the tailgate of any such plant and at the point or points where 
the fuel gas for such plant is taken by one or more orifice meters in- 
stalled and maintained, and volumes shall be measured (except for correction 
for deviation from Boyle's Law), in accordance with the methods prescribed 
in "Orifice Metering of Natural Gas", Gas Measurement Committee Report No. 
3, of the American Gas Association, including the Appendix thereto, as 
published April 1955 or any subsequent revision thereof acceptable to Buyer 
and Seller. Correction shall be made in the volume metered at each point 
of delivery and at the tailgate of any such plant for deviation of the gas 
from Boyle's Law at the pressure and temperature at which the gas is 
metered. To determine the factors for such correction a quantitative 


analysis of the gas shall be made at reasonable intervals with such apparatus 
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as shall be agreed upon by Buyer and Seller, and the deviation factor deter- 
mined from whichever of the following methods is appropriate: 

(a) for residue gas from any such plant, the deviation factor 
shall be obtained fran data contained in "Supercompressibility Factors for 
Natural Gas", Volumes 1 through 6, inclusive, or in "Tables for the Deter- 
mination of Supercompressibility Factors for Natural Gas Containing Nitrogen 
and/or Carbon Dioxide", Volume 7, as published by the American Gas Association 
in 1955, or any subsequent revision thereof acceptable to Buyer and Seller; 

(b) for gas containing not more than five percent (5%) by volume 
of hydrogen sulphide, the pseudo-critical temperature and pressure shall be 
calculated and the deviation factor determined by the method described in 
Appendix A of Bulletin TS-461, published by the California Natural Gasoline 
Association in 1947; or 

(c) for gas containing more than five percent (5%) by volume 
of hydrogen sulphide, a sample of the gas shall be taken periodically and 
the deviation factor determined experimentally by a laboratory acceptable to 
Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific gravity 
of the gas being metered shall be made by Buyer in accordance with the Amer- 
ican Petroleum Institute's Recommended Practice 50A dated April 1953, or any 
subsequent revision thereof acceptable to Buyer and Seller, or calculated 
from the quantitative analysis of such gas. The gas samples to be tested 
shall be representative of the gas being metered at the time such samples 
are taken and may be either spot samples or samples taken over a period of 
time. Samples shall be taken at reasonable intervals by Buyer, provided 


that Buyer shall take additional samples when requested by Seller so to do. 
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The specific gravity determined by any test shall apply to the gas metered 
from the date the spot sample was taken or from the commencement date of a 
sample taken over a period of time, as the case may be, until the next test. 

Oia) Temperature: The flowing temperature of the gas being 
metered shall be determined by means of a recording thermometer of a type 
acceptable to Buyer and Seller, installed and maintained by Buyer in 
accordance with the specifications set forth in said Gas Measurement 
Committee Report No. 3. The arithmetical average of readings each day 
shall be deemed the gas temperature and used in computing the volume of gas 
metered during such day. 

(iv) Correction and Adjustment: If at any time any of the 
measuring equipment is registering inaccurately by an amount exceeding two 
percent (2%) at a reading corresponding to the average hourly rate of flow 
since the last preceding test, the previous readings of such equipment shall 
be corrected to zero error for any period definitely known or agreed upon, 
or if not so known or agreed upon, for a period of sixteen (16) days or one- 
half (1/2) of the elapsed time since the last test, whichever is shorter. 

If the measuring equipment is out of service, the volume of gas during such 
period shall be determined: 

(a) by using the data recorded by any check measuring equipment 
accurately registering; or 

(bo) if such check measuring equipment is not registering 
accurately but the percentage of error is ascertainable by a calibration 
test, by using the data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above 


can be used, by estimating the quantity of gas, by reference to quantities 


7 


hovetem asy odd of ylqqs [Lede tot yne yt bonteneseb ytivery olticeqa ed? 
p to stsb tnemeccemiios eft mott 1o nexst esw olqmas toqe sit stsbh sdt mort 
deed tron ent Lhtms .e¢ yem seas oft es ,emtd to botreq s revo medet siqmes a, 
anted esy ody Yo ewtsteqmed guivolt ef?  temwdstosqmeT (iit) t 
sqyt # to totemonrredt gathtoost s to ansem yd bentmieteb ed Liass bersjom 
ot veyed yd bsatetatem bne belfetent ,1sifet bas rey oF eldsiqesoa 
JnometwaesM 320 bine at détot tea acdoltesttioeqs sit ditw esnabtosss 
yeb dose eqgnibse: Io sgetsve Iaotiomitixus efT .£ .of droqet sett fam0d 
asy to suufov edt galsuqmoo of bees bas ourtetoqmet asp ond Bbemeebh od Iiade 
.¥s8b dove goltth Bberslom 
act to (os omit yns te Tt ‘tinemtewt A bas nottostroD (vt) 
ow? aatbseoxs peeren ne yd (letswoosant gulretatge: el susmylispe golweasom 
wolt to ste: ylwwod epereva edt o¢ gaibaoqeeti0o yotbse1 s ‘ta (8S) taeot9eq @ 
{lade +nempiups dove to agatheet avotverg sat , tees gutheosiq teal oft eonts - 
_mogy bestgs 10 awont ylet¢inttsbh bolieq yas tot tor1s o1ex oF bstoorres od 
-eno0 to ayab (3f) mestxta to botisq # Tol ,acoqy beetys to mwond oa ton tt 10 
.redrode at tevedotdw ,daet gJaal odt conta eats beaqeis ody ‘to (S\£) tLad 
flows aatiwh esa to saulov sit ,sotviea To Jo af toomylupe gatwesem sd TI 
. :boutereteb ed Linda Bolxeq 
tnemgiupe gatwesem Xoo yns yd bebroset steb edd gatas yd “(s) | | oe 
yattotaiyet ton at tuemgivps gaiweasm doers dove Tt A i; aod: — 7 
ndtverdttes e yw efdantatreoae af sorte to egedusoteg ott dud YlsdeuDos 
xo yore dibs of Setodvios Bebisos ated oat guiaeYs Geet 1 
evode (d)/ bus (#) at pupneprmminieatesieiee | Z is 
| getsteanup 09 soaorator Ys \eay Yo YHivanap sft aniiautses ys beew SH as ¢ 


7 


10/30 


metered under similar conditions during a period when the equipment was 
registering accurately. 

No correction shall be made in the recorded volumes of gas metered for in- 
accuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Pipeline Gas: The volume of pipeline gas 
attributable to each delivery point hereunder shall be determined for each 
month by reducing the volume of gas delivered from each such delivery point 
during such month by a volume determined by multiplying the total actual 
shrinkage in the gas delivered during such month (being the difference be- 
tween the total volume of gas delivered from all delivery points connected 
to such plant during the month and the total actual volume of residue gas 
measured at the outlet of the plant which remains after deducting the 
quantity of gas used in plant operations during such month for the removal 
of any substance from such gas) by a fraction, the numerator of which shall 
be the "theoretical volwme of shrinkage" in the gas delivered from such 
delivery point and the denominator of which shall be the total "theoretical 
volume of shrinkage" in the gas delivered to the plant by Seller and others. 
The "theoretical volume of shrinkage" hereinbefore mentioned shall be the 
product of the volume of gas delivered from the delivery point during the 
month and the "theoretical percentage of shrinkage’ for such delivery point 
determined in accordance with the procedure in Section 2 of Article V. 

Bs Heating Value: Tests to determine the gross heating value of 
the pipeline gas obtained from the gas delivered shall be made by Buyer 
utilizing a Cutler-Hammer recording calorimeter, or the equivalent, operated 
and maintained in accordance with General Order No. 58B, "Standards of 


Calorimetry for Gaseous Fuels", approved December 28, 1955 by the Public 
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Utilities Commission of the State of California, or any subsequent revision 
thereof acceptable to Buyer and Seller. The gas samples to be tested shall 
be representative of the residue gas being metered at the tailgate of any 
plant at the time such samples are taken and may be either spot samples or 
samples taken over a period of time. Samples shall be taken at reasonable 
intervals by Buyer, provided that Buyer shall take additional samples when 
requested by Seller so to do. The gross heating value determined by any 
test shall apply to the pipeline gas attributable to the gas metered at each 
delivery point from the date the spot sample was taken or from the commence- 
ment date of a sample taken over a period of time, as the case may be, until 
the next test. The gross heating value per cubic foot of pipeline gas shall 
be determined for any month by taking the arithmetical average of the daily 
A heating values as determined in accordance with this Section 3. 
ARTICLE VII - MEASURING AND TESTING EQUIPMENT 
ite Testing Meter Equipment: The accuracy of Buyer's measuring 
equipment shall be verified by test, using means and methods acceptable to 
Seller, at reasonable intervals and whenever requested by Buyer or Seller. 
Notice of the time and nature of each test shall be given by Buyer to 
Seller sufficiently in advance to permit convenient arrangement for Seller's 
representative to be present. Tests and adjustments shall be made in the 
presence of and observed by a representative of Seller, if present, and if 
any of the measuring equipment is found to be registering inaccurately in 
any percentage, it shall be adjusted at once to read as accurately as possible. 
If, after notice, Seller fails to have a representative present, the results 
of the test shall nevertheless be considered accurate until the next test. 


0 All tests of such measuring equipment shall be made at Buyer's expense, 
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except that Seller shall bear the expense of tests made at its request if 
the inaccuracy is found to be two percent (2%) or less. 

2 Inspection of Equipment: Buyer and Seller shall have the right 
to inspect equipment installed or furnished by the other, and the charts 
and other measurement or test data of the other, at all times during business 
hours; but the reading, calibration and adjustment of such equipment and 
changing of charts shall be done only by the party installing and furnishing 
same . Unless the parties otherwise agree, each party shall preserve all 
original test data, charts and other similar records in such party's possession 
for a period of at least six (6) years. 
ARTICLE VIII - DELIVERY PRESSURE AND POINTS OF DELIVERY 

Le The delivery pressure for the gas delivered hereunder shall be 
such pressure as is required by Buyer to enable Buyer or its nominee to 
deliver pipeline gas from the tailgate of any treating or processing plant 
installed hereunder at a pressure not to exceed nine hundred (900) pounds 
per square inch gauge; provided, however, that Seller shall not be required 
to deliver gas at any delivery point at a pressure in excess of twelve hun- 
dred (1200) pounds per square inch gauge. In the event that compression 
facilities are required to bring such gas to the pressure required by Buyer 
under this Section, then Seller shall have the option of installing such 
facilities, and in the event that Seller does not desire to install such 
facilities, then Buyer shall have the right to do so. In the event that 
both Buyer and Seller elect not to install compression facilities, then the 
Daily Contract Quantity shall be reduced to a volume equal to eighty-three 
and one-third percent (83-1/3%) of the daily quantity of gas Seller is then 


capable of delivering to Buyer at such delivery pressure. If Buyer requests 
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gas at a pressure higher than herein provided and Seller is willing and able 
to maintain such higher pressure, then Seller shall be compensated for such 
higher pressure at a rate agreed upon between Buyer and Seller. 

ce The point or points of delivery of all gas delivered hereunder 
shall be where such gas leaves Seller's facilities and enters Buyer's 
facilities at the wellhead of Seller's wells. 

33 Title to all gas delivered hereunder shall pass from Seller to 
Buyer at the point of delivery. Until passage of title Seller shall be 
deemed to be in control and possession of and be responsible for such gas, 
and thereafter Buyer shall be deemed to be in control and possession of 
and be responsible for such gas. 

ARTICLE IX - TERM OF CONTRACT 

iy) | Subject to the other provisions hereof, this Contract shall be 
effective from the date hereof and shall continue for a period of twenty- 
five (25) contract years or until the expiration of Buyer's authorization 
to remove the pipeline gas obtained from the gas purchased hereunder from 
the Province of Alberta, whichever first occurs. 
ARTICLE X = PRICE 

1. (i) In addition to the receipt of, or payment for, Seller's 
share of the by-products recovered and/or manufactured from the gas del- 
ivered hereunder, as herein elsewere provided, Seller shall receive from 
Buyer for the gas delivered hereunder or required to be paid for if 
tendered and not taken, the following prices per Mcf of pipeline gas ob- 
tained from the gas delivered and obtainable from the gas required to be 
paid for if tendered and not taken, during the following respective periods, 


a.) unless changed as hereinafter provided: 
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gas at a pressure higher than herein provided and Seller is willing and able 
to maintain such higher pressure, then Seller shall be compensated for such 
higher pressure at a rate agreed upon between Buyer and Seller. 

re The point or points of delivery of all gas delivered hereunder 
shall be where such gas leaves Seller's facilities and enters Buyer's 
facilities at the outlet of Seller's separator equipment. 

36 Title to all gas delivered hereunder shall pass from Seller to 
Buyer at the point of delivery. Until passage of title Seller shall be 
deemed to be in control and possession of and be responsible for such gas, 
and thereafter Buyer shall be deemed to be in control and possession of and 
be responsible for such gas. 

ARTICLE IX - TERM OF CONTRACT 

Aly) Subject to the other provisions hereof, this Contract shall be 
effective from the date hereof and shall continue for a period of twenty- 

five (25) contract years or until the expiration of Buyer's authorization 

to remove the pipeline gas obtained from the gas purchased hereunder from 

the Province of Alberta, whichever first occurs. 

ARTICLE X - PRICE 

iy (i) In addition to the receipt of, or payment for, Seller's 
share of the by-products recovered and/or manufactured from the gas del- 
ivered hereunder, as herein elsewhere provided, Seller shall receive from 
Buyer for the gas delivered hereunder or required to be paid for if 
tendered and not taken, the following prices per Mcf of pipeline gas ob- 
tained from the gas delivered and obtainable from the gas required to be 
paid for if tendered and not taken, during the following respective 


8 periods, unless changed as hereinafter provided: 
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Price per Mcf 
Period of pipeline gas 


From the date of initial delivery through 


PitnenGSOpes0Cihes nce thousned ands twenty-five (1286) 13.50¢ 
From July 1, 1961 through June 30, 1962 . . . «© .» 14,50¢ 
From July 1, 1962 through June 30, 1963 . . © © » 15 .25¢ 
From July 1, 1963 through June 30, 1964 . . . «© » 15.75¢ 
From July 1, 1964 through June 30, 1965 . 2. . « -» 16.25¢ 
From July 1, 1965 through June 30, 1966 meer ame age ee 16.50¢ 
From July 1, 1966 through June 30, 1967 . . « o « 16.75¢ 
From July 1, 1967 through June 30, 1968 or a oe ae 17.004 
From July 1, 1968 through June 30, 1973 . . . 2 «¢ 17 .25¢ 
From July 1, 1973 through June 30, 1978 SO eetis Oo 18 .50¢ 
Fromidulyoi,vl978athroughedune 30,0983) hos Loo%.°o. 1% 19.75¢ 
From July 1, 1983 and thereafter during 

Shestern beteot BIU centent.0fimire than 1OTS: % < 21.00¢ 


The foregoing prices are expressed in Canadian currency. 

(ii) Buyer and Seller shall endeavor to renegotiate the prices 
to be paid pursuant to Subsection (i) of this Section 1 for the pricing period 
commencing on July 1, 1968 and at each five year interval thereafter during 
the term of this Contract. 

(iii) In the event that Buyer and Seller are unable to agree 
upon prices and the effective dates thereof, and either is dissatisfied with 
the manner in which negotiations are proceeding, then such party shall have 
the right to refer the matter to arbitration in accordance with Article XV. 

Regardless of anything herein elsewhere contained, any prices 
fixed by renegotiation or by arbitration shall in no event be effective 
earlier than the first day of such pricing period or be lower than the prices 
set forth in Subsection (i) of this Section 1. 

2s The prices stated in Subsection (i) of Section 1 of this Article 
X shall be applicable to pipeline gas cbtained from the gas delivered here- 
under for any month with a gross heating value per cubic foot of no more than 


one thousand and twenty-five (1025) BTUs and no less than one thousand (1000) 
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BIUs. If the gross heating value per cubic foot of pipeline gas obtained 
from the gas delivered hereunder for any month is less than one thousand 
(1000) BTUs or more than one thousand and twenty-five (1025) BTUs, the price 
of such pipeline gas shall be the product of the price stated in Subsection 
(i) of Section 1 of this Article X and the applicable multiplier selected 
from the following table: 
BIU Content Multiplier 

For pipeline gas with a BIU content of more than 1025 to 1050 Inexv. » 15025 
For pipeline gas with a BTU content of more than 1050 to 1075 incl. 1.050 
For pipeline gas with a BIU content of more than 1075 LOTS 
For pipeline gas with a BIU content of less than 1000 to 975 inci, 9715 
For pipeline gas with a BTU content of less than 975 to 950 incl. 0950 

a If at any time during the term of this Contract any new or in- 
ereased occupation, production, severance or sales tax or taxes of similar 
nature or equivalent in effect (not including income, capital stock, franchise 
or property taxes), other than or in excess of a tax prevailing as of the 
date hereof, shall be imposed by any lawful authority on the pipeline gas ob- 
tained from the gas delivered to Buyer pursuant to this Contract or on or in 
respect to the production thereof, or on the sale thereof, so that Seller 
shall be required to pay such increase either directly or indirectly, Buyer 
shall, subject to the conditions hereinafter set forth, pay to Seller one- 
half (1/2) of such new taxes or one-half (1/2) of any such increase in taxes, 
In case any such reimbursement of taxes is to be made, Seller shall notify 
Buyer immediately and shall within ninety (90) days prepare and submit to 
Buyer a statement setting forth the amount of such new or additional taxes 
that it has paid, and within thirty (30) days after submission of such state- 


ment Buyer shall reimburse Seller to the extent of one-half (1/2) of such new 


or additional taxes as herein defined which Seller shall have so paid. 
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a, Notwithstanding any provision of this Contract to the contrary, 
if in order to comply with or by reason of any present or future law, rule, 
regulation or order of any governmental authority having jurisdiction, the 
basis or method of measurement of pipeline gas is changed, then the price per 
Mcf for pipeline gas pursuant to this Contract shall be adjusted so that 
Seller will receive the same total payment as would have been received had 
no such change in the basis or method of measurement been made. 

De On or before August 15th of each year of the term hereof, commenc- 
ing with the year 1968, Buyer will give written notice to Seller stating 
therein the weighted average of Buyer's cost per Mcf of gas purchased (includ- 
ing gas paid for but not taken) for the contract year ending on the immediately 
preceding June 30th, from gas producers delivering gas to Buyer or Buyer's 
nominee, from fields located in whole or in part within the Province of 
Alberta. In the event such weighted average of Buyer's cost per Mcf is 
greater than the price per Mcf payable to Seller under the provisions of this 
Contract other than the provisions of this Section 5 for pipeline gas for any 
month during the twelve (12) months period commencing on the next following 
November lst, Buyer will increase the price per Mcf payable to Seller for 
pipeline gas obtained from the gas delivered hereunder during such month by 
an amount equal to the difference between such weighted average of Buyer's 
cost per Mcf and such price per Mcf payable to Seller for pipeline gas under 
the provisions of this Contract other than the provisions of this Section 5. 
The term "Cost per Mcf" as used herein shall mean the purchase price per Mcf, 
plus the amount per Mcf, if any, paid by Buyer to a producer for the kind of 
taxes included in Section 3 of this Article paid or payable by the producer, 


and such purchase price per Mcf shall be determined with respect to such 
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other purchases on the same basis of quality (including BTU content), 
measurement, and terms and conditions of delivery as provided for pipeline 
gas hereunder. 

6. Currency Adjustment: 

(i) During any month in which the arithmetical average of the 
daily exchange rate of Canadian currency and United States currency as pub- 
lished at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern Day- 
light Time, as the case may be, by the Bank of Canada at the City of Ottawa, 
is not more than One Hundred and Five (105) United States Cents or not less 
than Ninety-five (95) United States Cents for One (1) Canadian Dollar, then 
the price payable by Buyer to Seller for the total quantity of pipeline gas 
obtained from the gas delivered by Seller to the Buyer in such month shall 
be the prices provided for herein in Canadian currency. 

(ii) During any month in which the average exchange rate deter- 
mined as provided in Subsection iis) above is in excess of One Hundred and 
Five (105) United States Cents and is not more than One Hundred and Ten (110) 
United States Cents for One (1) Canadian Dollar, or is less than Ninety-five 
(95) United States Cents but not less than Ninety (90) United States Cents 
for One (1) Canadian Dollar, then the price payable by Buyer to Seller for 
the total quantity of pipeline gas obtained from the gas delivered hereunder 
in such month, subject to the provisions of Subsection (v) of this Section 
6, shall be the price in Canadian currency calculated as follows: 

LET: Pe = price payable in Canadian currency during the month; 


C = the volume of gas sold out of The Project during 
such month to purchasers for use in Canada; 


US 2 the volume of gas sold out of The Project during 


such month to purchasers for use in the United 
States; 


aT 
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B =s price in the Contract; 

E = the average exchange rate during such month determined 
in accordance with the provisions of Subsection (i) 
above; 

THEN : In case such average exchange rate exceeds One Hundred and 

Five (105) United States Cents for One (1) Canadian Dollar: 

Pe = ( C Ete og ) ng ( US 2 YP 2s 165 ) 
(Cc + US ) ( G+ aus Eu) 


In case such average exchange rate is less than Ninety-five 


1) Canadian Dollar: 


( C Po ( US Het oo 9 
(epee ) + (@ + ts E ) 


(iii) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for less than three (3) consecutive 
months, the price payable by Buyer to Seller for the total quantity of pipe- 
line gas obtained from the gas delivered hereunder during such months shall 
be adjusted in accordance with the applicable formula set forth in Sub- 
section (ii) of this Section 6, using as the value of E, One Hundred and Ten 
(110) or Ninety (90) United States Cents, respectively, as the case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) 
United States Cents for One (1) Canadian Dollar for at least three (3) con- 
secutive months, then the currency adjustment formula to be used for such 
months and as long thereafter as such exchange rate prevails shall be re- 
negotiated between Buyer and Seller; provided, however, that pending com- 
pletion of such renegotiation the price payable by Buyer to Seller for pipe- 
line gas obtained from the gas delivered hereunder shall be calculated in 


accordance with the applicable formula set forth in Subsection (ii) of this 
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Section 6. The currency adjustment formula agreed upon in such renegotiation 
shall be retroactive to the monthly periods during which such exchange rate 
exceeded One Hundred and Ten (110) United States Cents or was less than Ninety 
(90) United States Cents for One (1) Canadian Dollar, and the payments between 
Buyer and Seller shall be adjusted accordingly. If the parties are unable 
to agree upon a currency adjustment formula within six (6) months then either 
party shall have the right to have the currency adjustment formula applicable 
during such period determined by arbitration in accordance with Article XV. 
(v) In no event shall the value of "Pe" as calculated under the 

provisions of Subsections (ii), (iii) and (iv) (for the period pending re- 
negotiation as provided therein) of this Section 6 exceed or be less than the 
value of "P", as the case may be, by more than One (1) Cent per Mef, 

To In the event Buyer or its nominee constructs a plant or plants 
for the removal of liquid hydrocarbons and/or hydrogen sulphide from the gas 
delivered hereunder and Seller has not elected to take in kind its share of 
the by-products recovered from such gas pursuant to Section 3 of Article III 
hereof, Buyer shall pay Seller each month for Seller's share of the LPG, 
liquid hydrocarbons other than LPG, sulphur and any other substance recovered 
and/or manufactured from such gas and sold, as determined under the provisions 
of Article V hereof, at the average price being received by Buyer or its 
nominee for each such by-product, F.0.B. its gas processing plant, during 
such months 
ARTICLE XI - BILLINGS AND PAYMENTS 

1. Buyer shall render to Seller on or before the fifteenth day of 
each month a statement showing the volumes of gas delivered at, and the 


pipeline gas attributable to, each delivery point during the month preceding, 
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and, when applicable, the allocation to each delivery point of Seller's 
share of LPG, liquid hydrocarbons other than LPG, sulphur and any other sub- 
stance recovered and/or manufactured and sold, and the payment payable there- 
for according to the provisions of Section 7 of Article X. Seller shall 
render an invoice therefor as soon as practicable after receipt of said 
statement. Unless objected to by either party within thirty (30) days 
after either the receipt by Seller of said statement, or, if during said 
thirty (30) day period Seller has requested the related meter charts, after 
the receipt of such charts, said statement shall be accepted by both parties 
as correct. Buyer agrees to make payment (in Canadian currency) to Seller 
on or before the twenty-fifth day of such month or the tenth day after 
receipt of Seller's invoice, whichever shall occur later. Should Buyer fail 
to pay any amount due to Seller by the due date, interest thereon shall 
acerue at the rate of six percent (6%) per annum from such date until paid; 
and if such failure to pay continues for sixty (60) days, Seller thereafter 
may suspend deliveries of gas hereunder and if such failure continues for 
thirty (30) additional days, Seller thereafter may, in addition to all other 
remedies available to it by law, terminate this Contract; provided, however, 
in order for Seller to have the right to suspend deliveries or terminate 
this Contract, Seller must first have notified Buyer in writing fifteen (15) 
days prior to exercising either or both of such rights of its intent to do 
so and give Buyer the right to pay the amount so due to Seller within such 
fifteen (15) day period. Either Buyer or Seller may submit to arbitration 
in accordance with Article XV any dispute as to the amount due Seller for gas 
delivered hereunder; and pending the arbitrators’ award Seller's remedies 


hereinabove provided shall be suspended as to the amount in controversy. 
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Ce If, by reason of the provisions of Article IV hereof that 
Buyer shall pay Seller for an average daily volume equal to ninety percent 
(90%) of the Daily Contract Quantity during each contract year, whether 
taken or not, a payment for gas not taken shall be due Seller from Buyer, 
such payment shall be made to Seller within sixty (60) days after the end 
of the contract year for which such payment shall be due. Said payment 
shall be based on the volume of pipeline gas obtainable from the volume of 
gas tendered and not taken and the price in effect for pipeline gas on the 
last day of said year. The provisions of Section 1 of this Article as to 
non-payment shall be applicable to this Section 2. 

a3 All calculations with respect to the price per Mcf of pipeline 
gas shall be carried to five significant figures and the price per Mcf as 


so calculated rounded to the nearest one-hundredth (1/100th) of a cent. 


ARTICLE XII - FORCE MAJEURE 
is If either party to this Contract shall fail to perform any 


obligation hereby imposed upon it and such failure shall be caused, or 
materially contributed to, by any acts of God, strikes, lockouts, or other 
industrial disturbances, acts of the Queen's enemies, sabotage, wars, 
blockades, insurrections, riots, epidemics, landslides, lightning, earth- 
quakes, floods, storms, fires, washouts, arrests and restraints of rulers 
and peoples, civil disturbances, explosions, breakage of or accident to 
machinery or lines of pipe, hydrate obstructions of lines of pipe, tempor- 
ary failure of gas supply, freezing of wells or delivery facilities, well 
blowouts, craterings, inability to obtain pipe, materials or equipment 
including those necessary for The Project, the order of any court or 


, 


governmental authority which has been resisted in good faith by all reason- 


nan 


tvor Sat to soaset YO TT 2S = 


4 a] iH : TO f. ~1 3! YB [fade sud 
f E 
‘ ¢ onl & a 
4 154 a eprearts i pi ¢ he to (toe) 
£ 1 sp ,fon to asides? 
‘ . ’ ‘ S 2 
f t ~ Si L fiz 7h Ti Sa afr fe 
. 5 : ; 00 ent To 
; ar rd ) t for 49 t J of [lena 
¢ ; ey ) »s herebass ase 
: rab teal 
; , TV ect - FOr 
‘je a 
{fs 225 
‘ t 7 ‘ os O88 
LIDT THA 
5 ¥T c 
ssogmt ydorsd aoltagiido — 
boi ot betudivtace yi lalrosam 
gne2tod 2 pene sar ari. ~aooi “oteltbh Ielutewbnt 
, d 
++ 6 2; roltoerwenlt .ssbadsold 
ot to 2 J" x ~sotlt ,aariota ,aboolt , seaeup 
ebto ; swiss td golaolqxe ,.2 doytatbh Livro ,esiqosg bas 
: 5 
acres va to tf to retbyd ,eqia to aeatl to yrenicoam 
sat ; =" ~~ ‘ J 
_ a 
[iow ,seisiiios: \ wb TO 34 gitseext .¥laquva eay to siviisT Ye 
% 5 4 7 7 ore - 
jronaiops 10 alalrevsm ,.9¢lg sido ot yilidant ,&3A 19TJaTtS ai owo ld 


; Tt ae ‘ee ae ale 
«soseet [fe yd Atist Soog as betaleert mesd een for fw yitrotiva sat mrrevoy 


10/30 


able legal means, or by any act or omission (including failure to take gas) 
of a purchaser of gas from Buyer, of a transporter of gas to Buyer, or of 
a transporter of gas purchased by Buyer, which is occasioned by any event 
or occurrence of the character described in this Article XII as constitut- 
ing force majeure, or any other cause, whether of the kind herein enumer- 
ated or otherwise, not within the control of the party invoking this 
Article and which by the exercise of due diligence such party could not 
have prevented, or shall be occasioned by the necessity for making repairs 
to or reconditioning wells, machinery, equipment, or pipelines, not 
resulting from the fault or negligence of such party, such failure shall 
not be deemed to be a breach of the obligation of such party hereunder, 
but such party shall use reasonable diligence to put itself again in a 
position to carry out its obligations hereunder. The foregoing provision 
shall be construed so as to reduce Buyer's obligation to pay for gas, 
whether or not taken, by an amount proportionate to the quantity of gas 
Buyer shall be unable to take in any contract year as a consequence of any 
of the aforementioned causes. Nothing contained herein shall be construed 
to require either party to settle a strike or lockout by acceding against 
its judgment to the demands of opposing parties. 

2. No such cause affecting the performance of this Contract by 
either party shall continue to relieve such party from its obligation 
after the expiration of a reasonable period of time within which by the 
use of due diligence such party could have remedied the situation prevent- 
ing its performance, nor shall any such cause relieve either party from 
its obligation to make payment of amounts then due hereunder, nor shall 


any such cause relieve either party from its obligation unless such party 
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shall give notice thereof in writing to the other party with reasonable 
promptness; and like notice shall be given upon termination of such cause. 
ARTICLE XIII - WARRANTY OF TITLE AND RESPONSIBILITY OF SELLER 

Seller represents and warrants that it has full right and 
authority to enter into this Contract, that, subject to failure of title 
through inadvertence or causes beyond the reasonable control of Seller and 
to the applicable laws, rules and regulations, Seller's leases are, in 
Seller's opinion, in full force and effect and capable of being maintained 
and Seller agrees it will not, except through inadvertence, sell, quit 
claim or otherwise dispose of any of said leases for as long as in Seller's 
opinion gas can be produced therefrom in paying quantities if the result of 
so doing will be to reduce Seller's ability to fully perform its undertakings 
hereunder, that Seller has title to the gas to be sold and delivered here- 
under and that all such gas is owned and will be delivered by Seller free 
from all liens and adverse claims, including liens to secure payment of any 
taxes. Seller shall at all times have the obligation to make settlements 
for all royalties and overriding royalties due and payments to the mineral 
and royalty owners under Seller's leases and other documents, as may appear 
of record or otherwise be binding upon Seller, and in accordance with the 
terms of the respective leases and other documents, and to make settlements 
with all other persons having any interest in the gas sold hereunder. Seller 
agrees to indemnify Buyer and save it harmless from all suits, actions, 
debts, accounts, damages, costs, losses, liabilities and expenses arising 
from or out of claims of any or all persons to said gas or to royalties, 
taxes, or other charges thereon which attach before the title passes to Buyer 


or which may be levied and assessed wpon the sale thereof to Buyer. In the 
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event of any adverse claim of any character whatsoever being asserted in 
respect to any of said gas, Buyer may retain, as security for the perform- 
ance of Seller's obligations with respect to such claim under this Section, 
the payment due therefor up to the amount of such claim, without incurring 
liability for interest, until such claim has been finally determined or 
until Seller shall have furnished bond to Buyer conditioned for the pro- 
tection of Buyer with respect to such claim. 
ARTICLE XIV - RESERVES OF SELLER 

Ze Seller dedicates exclusively to the performance of this Contract 
all its reserves and Seller agrees to make available to Buyer therefrom 
sufficient gas to ensure performance of this Contract. 

2» Commencing in the year 1963, prior to July 1 of said year and 
of each odd numbered year thereafter during the term hereof, Seller and 
Buyer will conduct a joint study of Seller's reserves dedicated hereto and 
the deliverability therefrom to determine whether or not Seller is capable 
of performance of this Contract, and, if capable, whether Seller has dedicated 
to its performance reserves in excess of those required for performance of 
this Contract. In the event Seller and Buyer are unable to agree upon the 
amount of reserves dedicated hereto or the deliverability therefrom, or both, 
a qualified independent consulting engineer or firm (herein referred to as 
"Consultant" ) shall be selected by the parties in the following manner to 
determine the matter in question. Seller and Buyer shall immediately ex- 
change lists each containing in the order of preference the names of not less 
than five acceptable Consultants. The name appearing highest in the order of 
preference on both such lists shall be employed by the parties as the 


Consultant. In the event that there is no name in common to both such lists, 
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or that there are two names accorded equally high preference (considering 
their respective positions on both lists), then the Consultant shall be 
selected by lot from among said two names accorded equally high preference, 
or, if there be no such names, from among ‘he first names on each list. The 
Consultant so employed shall determine the matter in question as soon as 
feasible. The determination of the Consultant shall be final and binding 
on the parties, and the parties shall abide thereby. The fees and expenses 
of such Consultant shall be paid in equal proportions by the Buyer and 
seller « 

3s (i) In the event it is determined by the parties or the Con- 
sultant that reserves are sufficient, but deliverability therefrom is in- 
sufficient, Seller shall proceed with such additional development as may be 
necessary from time to time to comply with Section 3 of Article IV. In the 
event Seller shall fail within six (6) months from and after such determin- 
ation to complete such additional development as may be necessary to comply 
with Section 3 of Article IV, Buyer shall have the right, in addition to all 
other remedies available to it by law, to reduce the Daily Contract Quantity 
to eighty-three and one-third percent (83-1/3%) of such deliverability. 

(ii) In the event it is determined by the parties or the 

Consultant that reserves are insufficient, then Seller shall, within six (6) 
months from and after such determination, make every reasonable effort to 
make available and dedicate to this Contract such additional uncommitted 
quantities of gas as it may have or in the exercise of its sole discretion 
may acquire, as may be necessary to make up the deficiency in reserves and 
which are available at a point of delivery satisfactory to Buyer. In the 


event Seller shall fail to make available the additional reserves necessary 
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BS 


to make up such deficiency, Buyer shall have the right to reduce the Daily 
Contract Quantity in direct proportion to the deficiency in the reserves re- 
quired for the performance of this Contract for the remainder of the term 
hereof. 
(iii) In the event it is determined by the parties or the 

Consultant that Seller has dedicated reserves in excess of those required for 
Seller to perform this Contract for the remainder of the term hereof, Seller 
agrees to sell and Buyer agrees to purchase the gas from such excess reserves 
under the terms and conditions of this Contract, and the appropriate increase 
in the Daily Contract Quantity and the effective date thereof shall be agreed 
upon by Buyer and Seller or, if they fail to agree, shall be determined by 
arbitration as provided in Article XV. Buyer and Seller agree to use their 
best endeavors to procure all permits, certificates, and other authorizations 
necessary to make the pipeline gas obtainable from such excess reserves 
available for the purpose of The Project. In the event the parties cannot 
obtain such authorizations in form acceptable to them within one and one-half 
(1-1/2) years after the said appropriate increase has been agreed upon or 
determined, then at the election of Seller said excess reserves shall be 
considered surplus to this Contract and Buyer shall have no further right to, 
or control of, such excess reserves or any portion thereof and Seller may 
sell, use or otherwise dispose of any gas therefrom in any manner that Seller 
in its judgment may deem advisable. 

4, Notwithstanding anything to the contrary contained in this 
Contract, Buyer's sole remedy for any insufficiency in the reserves re- 
quired for the performance of this Contract shall be the reduction of the 


Daily Contract Quantity. 
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De Seller shall, from time to time at Buyer's request, furnish to 
Buyer such geological, engineering and production data available to Seller 
as may be needed for a study of the gas reserves and deliverability there- 
of, including electrical logs, core analyses and any and all information 
pertaining to such wells; provided, however, that Seller shall not be re- 
quired to furnish any data the release of which would be prejudicial, in 
Seller's opinion, to its interests, 

ARTICLE XV - ARBITRATION 

Any arbitration provided for in this Contract or agreed to by 
the parties shall be conducted in accordance with the following procedures 
and principles: 

Upon the written demand of either party and within ten (10) 
days from the date of such demand, each party shall appoint an arbitrator 
and the two arbitrators so appointed shall promptly thereafter appoint a 
third. In the event more than one party has executed this Contract as 
Seller and more than one of such parties is involved in the same controversy 
with Buyer, they shall be considered as one party. If either party shall 
fail to appoint an arbitrator within ten (10) days from the date of such 
demand, then the arbitrator shall be appointed by a judge of the Supreme 
Court of Alberta. If the two arbitrators shall fail within ten (10) days 
from their appointment to agree upon and appoint the third arbitrator, then 
upon the application of either party, such third arbitrator shall be 
appointed by a judge of the Supreme Court of Alberta. 

The arbitrators shall proceed immediately to hear and deter- 
mine the matter in controversy. The award of the arbitrators, or a major- 


ity of them, shall be made within forty-five (45) days after the appointment 
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of the third arbitrator, subject to any reasonable delay due to unforeseen 
circumstances. 

The award of the arbitrators shall be drawn up in writing and 
signed by the arbitrators, or a majority of them, and shall be final and 
binding on the parties, and the parties shall abide by the award and perform 
the terms and conditions thereof. Unless otherwise determined by the 
arbitrators the fees and expenses of the arbitrator named for the Seller 
shall be paid by Seller, the fees and expenses of the arbitrator named for 
the Buyer shall be paid by the Buyer and the fees and expenses of the third 
arbitrator shall be paid in equal proportion by the Buyer and the Seller. 
ARTICLE XVI - MISCELLANEOUS PROVISIONS 

Le No waiver by Buyer or Seller of any default by the other under 
this Contract shall operate as a waiver of a future default, whether of a 
like or different character. 

os. This Contract shall bind and inure to the respective successors 
and assigns of the parties hereto; but no assignment shall release either 
party from such party's obligations hereunder without the written consent of 
the other party to such release, which consent shall not be unreasonably 
withheld. Nothing herein contained shall prevent either party from pledg- 
ing or mortgaging its rights hereunder as security for its indebtedness. 

e Every request, notice, statement and bill provided for in 
this Contract shall be in writing and each of them and every payment pro- 
vided for herein shall be directed to the party to whom given, made or 
delivered at such party's address as follows: 

BUYER: Alberta and Southern Gas Co. Ltd. 


140 - 6th Avenue S.W. 
Calgary, Alberta 
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SELLER: Shell Oil Company 
1027 - 8th Avenue West 
Calgary, Alberta 


Canadian Shell Explorations Limited 

600 University Avenue 

Toronto, Ontario 
Any notice hereunder shall be deemed to have been given 48 hours after 
such notice has been deposited in a post office with requisite postage 
thereon. Kither party may change its address by giving written 
notice to the other party; provided, however, in no event shall Buyer 
be obligated to pay for gas purchased hereunder at a point outside of 


Canada or in currency other than Canadian currency. 


4, This Contract and the rights and obligations of the parties 
; hereunder are subject to all present and future laws, rules regul- 
ations and orders of any legislative body or duly constituted authority 


now or hereafter having jurisdiction. 


Bie This Contract shall be construed in accordance with the 


laws of the Province of Alberta. 


Gi The headings used throughout this Contract are inserted 
for reference purposes only and are not to be considered or taken into 


account in construing the terms and provisions of any Article nor to 


39 


to: 2t 


»! | ; : wiss s sitervesoo al Sawooos 


va 


10/30 


be deemed in any way to qualify, modify or explain the effects of any such 


term or provision. 
IN WITNESS WHEREOF this Contract has been properly executed 


by the parties hereto as of the day and year first above written. 


SHELL OIL COMPANY 
By 


By 


CANADIAN SHELL EXPLORATIONS LIMITED 


By 
By 
"SELLER" 
ALBERTA AND SOUTHERN GAS CO. LTD. 
By 
By 
"BUYER" 
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G.L. KNOX 
Presipent 
CALGARY. ALBERTA 


October 15, 1957, 


Alberta and Southern Gas Co, Ltd., 
Natural Gas Building, 

140 Sixth Avenue S.W., 

CALGARY, Alberta. 


Dear Sirs: 


This letter will confirm the agreement between The California Standard 
Company (hereinafter called "Seller") and Alberta and Southern Gas Co. 
Ltd. (hereinafter called "Buyer"), as follows: 


1. Seller hereby agrees to and with Buyer to attempt to develop on 
its own behalf and in co-cperation with others reserves of natural 
gas in the lands outlined in red in the map set out as Schedule 
"A" hereto (hereinafter called "the said lands") which wil) 
sustain the sale by Seller to Buyer of One Hundred Million 
(100,000,000) cubio feet of gas per day for a period of not less 
than twenty (20) years. This amount shall be exclusive of gas 
from the Dick Lake field and thes Pembina field. 


€. Buyer agrees to purchase gas from time to time produced from the 
said lands by Seller until such time as ths total saleg by Seller 
to Buyer from the said lands aggregate One Hundred Million 
(100,000,000) oubic feet per day. 


3. (a) Whether or not a reserve of gas discovered by Seller either 
by itself or in conjunction with partners on the said lands 
is economic for Seller to develop shall be in the sole 
discretion of Seller and shall not be subject to arbitration, 


(b) In the event that Seller discovers additional gas reserves on 
the said lands which are in the opinion of Seller eeunomic 
for Seller to develop and which have not: 


(i) been committed prior to the date of this agreement to 
Buyer or a third party; or 


(ii) been released from the terms and provisions hereof by 
agreement between Seller and Buyer, or pursuant to the 
provisions hereof, 


Seller shall give written notice of such discovery to Buyer. 
Buyer shall promptly thereafter use diligent efforts to 
procure all permits, certificates and other authorizations 
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required by applicable laws and regulations to enable it to 
take the gas from such reserves. If the procuring of al] 
necessary permits, certificates and other authorizations by 
Buyer is completed during the period from May lst to October 
lst in any year, then Buyer shall use its best efforts: to 
complete the facilities necessary to take delivery of such gas 
by the first day of November next following, and if such 
efforts are successful, then Buyer shall be obliged to take or 
pay tor such fas on gaid dete, or whenever Buyer commences to 
take gas from the Province of Alberta, whichever is the later 
date; and if such efforts ars not Successful Buyer shall be 
obliged to commence to take or pay for such gas one (1) year 
from the date upon which the procuring of such governmental 
authorizations is completed, or whenever Buyer commences to 
take gas from the Province of Alberte, whichever is the later 
date. 


If the procuring of all necessary permits, certificates and 
other authorizations by Buyer is comoleted during the period 
from November lst to April cOth, then Buyer shal] be obliged 
to commence to take or pay for such gas on the first day of 
November next following, or whenever Buyer commences to take 
gas from the Province of Alberta, whichever is the later date. 
im any event, shovld Buyer not be able to obtain all such 
necessary governmental authorizations within one (1) year from 
receipt of the aforementioned notice from Seller, Seller may, 
if it should so desire, sel] such gas free and clear of the 
provisions of this agreement. 


Should Buyer dispute that such €as reserves can be delivered 
economically to Buyer, the matter may be referred to arbitra- 
tion as hereinafter provided, but Buyer's inability to find a 
market for the gas shall not be deemed to be a reason for 
delivery being uneconomical, 


This letter of agreement shall terminute five (5) years from the 
date hereof and shall become operative only if Seller and Buyer 
enter into an agreement (hereinafter called "the said agreement") 
for the sale by Seller to Buyer of gas from lands in which Seller 
has an interest in the Dick Lake field. 


Each sale concluded hereunder between Seller and Buyer until such 
sales aggregate One Hundred Mil}ion (100,000,000) cubic feet of 
gas per day, shall be upon the same terms and conditions (except 
as to date of commencement, quantity and lands involved) as the 
said agreement, PROVIDED, that the prics payables for gas other 
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then oil field gas and oil field gas respectively shall be no 
lower than is being paid or contracted for by Buyer elsewhere in 
Alberta at the time for gas other than oil field gas and oil field 
gas, as the case may be, and the arbitration provisions of the 
said agremont shall be deomed to apply mutatis mutandis to any 
matter provided to be arbitrated hereunder. 


6. After Buyer shall have agreed to purchase One Hundred Million 
(100,000,000) cubic feet of gas hereunder, Seller agrees during 
the balance of the term of this agreement to offer to Buyer an 
opportunity to purchase an additional quantity up to a maximum of 
Fifty Million (50,000,000) cubic feet of gas per day upon the 
terms and conditions to be negotiated between Buyer and Seller, 
PROVIDED, HOWEVER, that the price payable for such additional 
quantity of gas shail in no event be lower than the price 
stipulated in the said agreement, nor lower than is being paid 
or contracted for by any Buyer olsewhere in Alberta at the time. 
Upon making discoveries of additional gas roserves on the said 
lands which have not already been contracted in respect cf the 
said One Hundred Million (100,000,000) cubic feet, Seller shall 
give to Buyer written notice of such discovery and Buyer shall be 

entitled to elect within a period of thirty (30) days after 

a receipt of such notice to purchase such gas. In the event Buyer 

elects to purchase such gas it shall promptly thereafter use 

diligent efforts to procure all permits, certificates and other 
authorizations required by applicable laws and regulations to 
enable it to take the gas from such additional reserves. If the 
procuring of all necessary permits, certificates and other 
authorizations by Buyer is completed during the period from 

May lst to October $Slst in any yenr, then Buyer shall use its 

best efforts to complete the facilities necessary to take delivery 

of such gas by the first day of November next following, and if 
such efforts are successful, then Buyer shall be obliged to take 

j or pay for such gas on said date, or whenever Buyer commences to 

take gas from the Province of Alberta, whichever is the later 

date; and if such efforts are not successful Buyer shall be 
obliged to commence to take or oay for such gas one (1) year 
from the date upon which the procuring of such governmental 
authorizations is completed, or whenever Buyer commences to take 
gas from the Province of Alberta, whichever is the later date. 

If the procuring of all necessary permits, certificates and other 

authorizations by Buyer is completed curing the period from 

November lst to April 30th, then Buyer shall be obliged to commence 

to take or pay for such gas on the first day of November next 

following, or whenever Buyer commences to take gas from the 

Province of Alberta, whichever is the later date. In any event, 

should Buyer not be able to obtain ull such neosssary governmental 
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authori zations within one (1) yoar from receipt of the afore- 
mentioned notice from Seller, Seller may, if it should go desire, 
sell such gas free and clear ot’ the provisions of this agreement, 


Yours very truly, 


Gaservan anna 


G. LL. KNOX. 


UNDERSTOOD, ACCHFTED and AGREED TO 
this day of Ocrore , 
As Ds I STi ee 
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OPTION AGREEMENT FOR GAS PURCHASE 
WHITECOURT AREA 
Between 
HUDSON'S BAY OIL AND GAS COMPANY LIMITED 
PAN AMERICAN PETROLEUM CORPORATION 
CANADIAN FINA OIL LIMITED 


- and - 


ALBERTA AND SOUTHERN GAS CO, LTD, 
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‘) THIS AGREEMENT made this 25th day of November , 1957 
BETWEEN: 


HUDSON'S BAY OIL, AND GAS COMPANY LIMITED, 
a body corporate, having an office and carrying on 
business in the City of Calgary, in the Province of 
Alberta, 


PAN AMERICAN FETRCLEUM CORPORATION, 

a body corporate, having an office and carrying on 
business in the City of Calgary, in the Province of 
Alberta, 


CANADIAN FINA OIL LIMITED, 
: a body corporate, having an office and carrying on 
business in the City of Calgary, in the Province of 
Alberta, 
(hereinafter jointly called ''Producers"') 
OF «tHE BEIRSIBPARS 


y - and - 


ALBERTA AND. SOUTHERN GAS CO, LTD., 

a body corporate, having an office and carrying on 
business in the City of Calgary, in the Province of 
Alberta, 

(hereinafter called ''Gas Company") 


OF THE SECOND PART 
WHEREAS: 


A. Producers now own or control petroleum and/or natural gas 
rights or interests and may hereafter acquire similar rights or interests in 
that area of land (hereinafter called ''the said area'') outlined by a heavy black 
line on the map attached hereto and marked Schedule "A" and by this reference 
Y made a part hereof, and Producers expect to develop and have gas available 


for sale therefrom; and 
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B. Gas Company is engaged in the purchase of gas for a pipeline 
project having for its principal purpose the transportation of pipeline gas to 


markets inthe State of California; and 


C. Gas Company has entered into several gas purchase contracts 


in connection with said pipeline project; and 


D. The parties hereto recognize that certain quantities of gas in 
addition to those sold and purchased under the said several gas purchase 
contracts will be required by Gas Company from time to time for the 
expansion of the said project; and that each of the said gas purchase con- 
tracts and all other contracts for the sale and purchase of gas hereafter 
entered into by Gas Company together constitute the present and prospective 


supply of gas for the said project; and 


E. The anticipated gas supply that may become available to Gas 
Company through the exercise of this option has been given consideration 


in locating the pipeline facilities of said project; and 


F. For the reasons aforesaid Gas Company desires to have the 
right to purchase any pipeline gas available for sale by Producers within 
the said area and within economic reach of the said project, and Producers 
are willing to give Gas Company the right to purchase the same subject to 


the terms of this agreement. 


NOW, THEREFORE, in consideration of the premises the parties 


agree as follows: 
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1, Producers hereby give and grant to Gas Company the exclusive 
right and option, irrevocable within the time herein limited for acceptance, 
to purchase from Producers subject to the terms and conditions of the 
form of Gas Purchase Contract attached hereto and marked Schedule '"'B!! 
all the gas which Producers shall, from time to time have available for 
sale from (i) existing reserves, new discoveries or acquisitions within 
the said area in quantities which in Producers! opinion warrant develop- 
ment for the purpose of producing and selling as pipeline gas; or (ii) from 
condensate fields upon the curtailment or cessation of any recycling pro- 
gram in such fields. 

2. Upon any such gas becoming available as aforesaid in the said 
area, Producers shall give Gas Company notice thereof (hereinafter 
called 'Producers' notice"). Producers shall attach to Producers' notice 
a plat showing the location of the discovery well or wells and the lands 
owned or controlled by Producers in the vicinity thereof (hereinafter 
called ''the said lands") which in Producers' opinion contain gas in com- 
mercial quantities. Producers! notice shall contain Producers' best 
estimate of the proven reserves and their best estimate of the probable 
reserves underlying the said lands, indicating therein any quantities of gas 
withheld by Producers for gas lift operations and return to any reservoir 
in the said area. Producers shall furnish to Gas Company such geological, 
engineering and production data available to Producers as may be needed 
for a study of the gas reserves and deliverability thereof including 


electrical logs, core analyses and any and all information pertaining to 
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such wells; provided, however, that Producers shall not be required to 
furnish any data the release of which would be prejudicial, in Producers’ 


Opinion, to their interests. 


3. Within six (6) months from the date of the receipt of Producers' 
notice, Gas Company shall give Producers notice (hereinafter called 
''Gas Company's notice") whether or not it elects to purchase the gas 
designated therein. If Gas Company elects not to purchase such gas, the 


said lands shall no longer be subject to this agreement. 


4. Within thirty (30) days after receipt of Gas Company's notice 
electing to purchase gas as above provided, the parties shall enter into a 
Gas Purchase Contract in the form, mutatis mutandis, of Schedule Hh luce 
except that if prior to that date Gas Company has entered into any contract 
with any other producer for the purchase at the outlet of a treating plant 
of gas other than oil field gas in the Provinces of Alberta and British 
Columbia under terms (including delivery conditions and price) which are 
considered by Producers to be more favourable to that producer than those 
fixed in Schedule "B", Schedule 'B" shall be revised so as to substitute as 
appropriate the form and substance of such other contract. It is understood 
that in making such substitution all properly applicable terms of such 
other contract will be incorporated rather than only those which Producers 
may consider would be more favourable to them. Upon the execution of 
said Gas Purchase Contract, Gas Company shall execute and deliver with 


Said contract the form of letter attached hereto and marked Schedule Mrs 
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5. Nothing herein contained shall be construed as requiring Pro- 
ducers to drill a well or wells within the said area, or to make any gas 
available for sale, but Producers shall not sell any gas from the said area 


other than to Gas Company unless Producers shall have first complied 


with this agreement. 


6. Any notice to be given under the terms of this agreement shall 
be in writing directed to the party to whom given at such party's address 


as follows: 


Hudson's Bay Oil and Gas Company Limited 
320 - 7th Avenue West 

Calgary, Alberta 

Pan American Petroleum Corporation 
Petroleum Building 

Calgary, Alberta 

Canadian Fina Oil Limited 

Bamlett Building 

630 - 8th Avenue West 

Calgary, Alberta 


Producers 


Alberta and Southern Gas Co. Ltd. 
140 - 6th Avenue S. W, 
Calgary, Alberta 

Gas Company 


Any party may change its address by giving written notice to the other 


parties. 


7. #This agreement shall be effective as of the date hereof and 
shall continue for a period of five (5) years or until Gas Company has been 


offered and has elected to purchase gas reserves of at least one (1) trillion 
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9 cubic feet under the provisions hereof, whichever shall first occur; provi- 
ded, however, Producers shall have the right to terminate this agreement 


upon the happening of any of the following contingencies, to wit: 


(a) The failure of Gas Company to obtain from Government 
authorities in the Province of Alberta all the necessary 
permits, certificates and other authorizations by February 

4 1, 1959 permitting it to export gas from the Province of 


Alberta; 


(b) The failure of Gas Company to obtain all other necessary 
permits, certificates and other authorizations by January 


1, 1960 permitting the construction and operation of the 


said pipeline project; 


(c) The failure of Gas Company to commence construction 
by April 1, 1960 of the facilities required to transport 


gas to markets in the State of California; 


S (d) The failure of Gas Company to elect to purchase proven 
and probable reserves amounting to 250 billion cubic 
feet or more, excluding the quantities of gas withheld 
under paragraph 2, within six (6) months from the date 
of receipt of a Producers' notice offering such reserves 


to Gas Company at a single point of delivery. 


8. Each party shall do and perform all such acts and things, execute 


and deliver all such instruments, documents and writings, and give all 


6. 
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such assurances as may be necessary to give full effect to the provisions and 


intent of this agreement. 


9. The word "reserves"! shall have the meaning given for such word 


in Schedule "B", 


10. This agreement shall inure to the benefit of and be binding upon 


the parties hereto, their successors and assigns. 


IN WITNESS WHEREOF this agreement has been properly executed by 


the parties hereto as of the day and year first above written. 


HUDSON'S BAY OIL AND GAS COMPANY LIMITED 


) By L. J. Richards (Seal) 
Vice-President 


and by K. H. Burgis 
Secretary 
PAN AMERICAN PETROLEUM CORPORATION 


Mieed. otewart By George H. Galloway 
Witness as to signature Its Attorney In Fact 


of George H. Galloway 
and by 


CANADIAN FINA OIL LIMITED 


(Seal) 
By Trajan Nitescu 
President 
and by obert'™G. Black 
Secretary 
ALBERTA AND SOUTHERN GAS CO. LTD. 
(Seal) 
By Je CIOrcon 
9 President 


and by R. L. Winton 
Secretary 


ie 


No. 562. Affidavit of Execution. 


CANADA 
PROVINCE OF ALBERTA 


Te aNE Te ol WAR 
of the City of Calgary 
in the Province of Alberta, 


To Wit; make oath and say: 


LS That Iwas personally present and did see GEORGE H, GALLOWAY 
named in the attached instrument, who is personallv known to me to be the 
person named therein, duly sign and execute the same for the purposes named 


therein, 


a Phat theysame was executed at the; City | of) Calgary 


inthe Province of Alberta and that I am the subscribing witness thereto. 


3. That I know the said GEORGE H, GALLOWAY 


and heis inmy belief of the full age of twenty-one years. 


SWORN at | the City of Calgary 


in the Province of Alberta, 
IN. ., Stewart 
tmisy stn day of “Decemper A.D. 1957 


eee) ee Sage ge ie Nene ae? 


Before me, 


Lloyd M. Clark 


A Commissioner for Oaths in and for the Province of Alberta. 
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OPTION AGREEMENT FOR GAS PURCHASE 
WHITECOURT AREA 
Between 


HUDSON'S BAY OIL AND GAS COMPANY LIMITED 
PAN AMERICAN PETROLEUM CORPORATION 


“CANADIAN FINA OIL LIMITED 
- and - 


ALBERTA AND SOUTHERN GAS CO. LTD. 
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THIS GAS PURCHASE CONTRACT made the day of 
iB low gh 


BETWEEN 


(hereinafter referred to as ''Seller'') 
OF THE BIRST PART 
- and - 
ALBERTA AND SOUTHERN GAS CO. LID. , 
a body corporate, having an office and 
carrying on business in the City of Calgary, 
in the Province of Alberta, 
(hereinafter referred to as ''Buyer"') 
OF THE SECOND PART 
Wout INORG i bald Ln Aes 
WHEREAS Buyer is a subsidiary of Pacific Gas and Electric Com- 
Day. GalitoOrnia Corporation, hereinaiter reiterred:to as 7. .G. and .'"; 
AND WHEREAS. G. and kh. and certain subsidiaries (including 
Buyer) and/or affiliates of P. G. and E., hereinafter Pereered to as "'the 
participants", propose to construct and operate a natural gaspipeline project, 
be reineiter ca.led The Project", having for its principal purpose ate trans- 
portation of gas purchased by Buyer to the existing integrated transmission 
ana distribution system of P. G, and E. in the State of California; 


AND WHEREAS Seller owns or controls petroleum and natural gas 


Migiee Ur interests therein in the Field, as same is 
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outlined by the heavy black line on the map marked "Exhibit A" annexed Hereto; 


and Seller will have a supply of gas available from said Field and desires to 
sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from Seller 
together with natural gas from others for The Project. 


NOW THEREFORE it is hereby agreed as follows: 


ARTICLE I - DEFINITIONS 


hy For the purpose of this Contract the following words and terms 
are defined as follows: 

(a) The word "day" shall mean a period of twenty-four (24) con- 
secutive hours, beginning and ending at 8:00 o'clock A.M. Mountain Standard 
igre, 

(6) The word "month" shall mean a period beginning at 8:00 
o'clock A,M, on the first day of a calendar month and ending at 8:00 o'clock 
A.M, on the first day of the next succeeding calendar month. 

(c) The term "contract year" shall mean a period of twelve con- 
secutive months beginning with the month of July, the first contract year to 
begin with the month of July next following the date natural gas is first 
delivered hereunder. 

(d) The word "gas" shall mean, as the context may require, 
either natural gas obtained from the wells or the residue remaining after the 
natural gas has been treated for the removal of any of its constituent parts 
other than methane and for the removal of methane to such extent as is 


necessary in removing other constituents, but shall not include gas, the rate 
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of production of which is controlled by the quantity of oil simultaneously pro- 
duced. 

(e) The term "Buyer's facilities" shall mean that portion of the 
facilities constituting The Project, together with es gathering facilities if 
any, aS may be built by others which are necessary to receive and transport 
to California the quantities of gas which Buyer undertakes to buy under this 
Contract. 

(f) The term ''Seller's facilities' shall mean such facilities as 
are required for Seller or its nominee to gather, process and deliver gas to 
Buyer in accordance with the terms and conditions of this Contract. 

(g) The term '"Mcf" shall mean one thousand (1000) cubic feet of 
gas as determined on the measurement basis set forth in Article VI hereof. 

(h) The term "BTU" shall mean British Thermal Unit. 

(i) The term "gross heating value" shall mean the number of 
BTUs in a cubic foot of gas at a temperature of sixty degrees (60°) Fahren- 
heit, saturated with water vapor, and at an absolute pressure equivalent to 
thirty (30) inches of mercury at thirty-two degrees (329) Fahrenheit. 

(j) The term "Seller's lands" shall mean those lands in said 
Field in, under and from which Seller now has or may hereafter acquire the 
right to drill for, produce and dispose of gas, and the said right. 

(k) The word "lease" shall mean any right of the Seller to drill 
for, produce and dispose of gas in, under and from Seller's lands, and 


shall include any document evidencing such right. 
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(1) The word "reserves" where used as a noun herein shall mean 
the quantities of merchantable gas which will be available to Seller from the 
total quantities of gas economically recoverable from the reservoir 
underlying Seller's lands after processing to satisfy the quality specifications 
of Section 1 of Article V hereof. 

| ARTICLE Il - CONDITIONS 
1. Before Buyer's facilities can be constructed and operated, all per- 
mits, certificates, and other authorizations required under applicable laws and 
regulations must be obtained. Buyer represents that Buyer and the other 
participants in The Project will use diligent efforts to procure such author- 
d izations. Buyer shall notify Seller in writing within thirty (30) days after 
each such authorization, in form acceptable to the participants, has been 
obtained, and furnish Seller a copy of such authorization. If such author- 
ization contains conditions that would preclude Buyer from fullyperforming 
this Contract in accordance with its terms, Seller may within thirty (30) days 
after receipt of Buyer's notice give Buyer written notice of intention to term- 
inate this Contract, stating in said notice the particular grounds of objection 
to the authorization; and unless Buyer shall promptly cause an application for 
rehearing to be made and such rehearing shall result in the authorization being 
modified so as to meet Seller's objection, then this Contract shall terminate. 
In the event that on or before the expiration of twelve (12) months from the 


e date hereof all necessary authorizations, in form acceptable to the participants, 


pds 


shall not have been obtained, Seller may at any time thereafter give Buyer 
sixty (60) days' written notice of its intention to terminate this Contract and, 
unless prior to the expiration of said sixty (60) day period all of said author- 
izations shall have been obtained, this Contract shall terminate at the end of 
said sixty (60) day period. 

is Buyer represents that immediately upon all such authorizations 
being obtained by the participants, they will proceed with due diligence to 
construct Buyer's facilities, and Seller agrees that it will proceed with due 
diligence to drill and develop Seller's ‘ands and construct Seller's facilities. 
In the event Seller is capable of delivering to Buyer the quantity of gas 
required hereunder at the expiration of eighteen (18) months after all such 
authorizations have been obtained, then, unless excused by Article XII 
hereof, Buyer shall thereafter pay for the quantity of gas it is obligated 
hereunder to take, or pay for if it does not take; provided, however, that 
Buyer shall not be obligated to commence to take or pay for gas sooner than 
one (1) year following the date of initial deliveries of gas to The Project 
from other sources. 
ARTICLE Il - RESERVATIONS OF SELLER 

ie Seller hereby expressly reserves to itself the following rights, 
namely; to operate its properties, free from any control by Buyer, in such 
manner as Seller in its sole discretion may deem advisable, including, but 
not so as to restrict the generality of the foregoing, the right to determine 
when and where any additional well will be drilled, or when and whether any 
well will be reworked or recompleted, or when and whether any of Seller's 


leases or gas wells cannot or has ceased to produce gas in paying quantities 
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and is to be released or abandoned; to determine the manner in which the 
quantities of gas to be delivered hereunder shall be allocated to and produced 
by Seller from the respective gas wells of Seller on Seller's lands; to deliver 
to the persons entitled thereto the quantities of gas which such persons have 
reserved and are entitled to take in kind from Seller's lands; and to assign or 
farm out, subject to this Contract, any of Seller's leases. 

2, Seller reserves to itself quantities of gas which may be required for 
the development and operation of Seller's lands for the production of petroleum 
and natural gas, including but not limited to, gas for gas lift operations and 
return to any reservoir within the Whitecourt Area as same is outlined by the 
heavy black line on the map marked Exhibit 'B" annexed hereto, up to but not 
exceeding the quantities of gas withheld by Seller for gas lift operations and 
return to reservoir pursuant to paragraph 2 of that certain option agreement 
dated 25 November, 1957, to which Buyer and Seller are parties, and Seller 
reserves additional quantities of gas for the identical purpose so long as such 
reservation does not interfere with Seller's ability to deliver the quantity of 
gas required hereunder. Seller also reserves to itself sufficient quantities of 
gas for the operation of separator equipment, gasoline, and other extraction 
plants, compressor stations, and other facilities for the processing or hand- 
ling of the gas to be delivered hereunder and the products extracted therefrom 
and for processing or recovering oil in the said Whitecourt Area. 

3. Seller may extract or permit the extraction of non-hydrocarbons 
and hydrocarbons other than methane from the gas to be delivered hereunder, 


and shall have the right to remove such methane as is necessarily removed 


from the gas in recovering other constituents; provided that Seller by such 
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processing shall not reduce the gross heating value per cubic foot below one 
thousand (1000) BTUs unless required to do so to render the gas capable of 
meeting the quality specifications set forth in Article V hereof. 

4. Seller may unitize any of Seller's leases in said field and may 
participate in any oil or gas proration, conservation, ratable taking or other 
similar program, provided that in the event Seller's leases are unitized with 
other properties in said field this Contract will cover Seller's interest in 
the unit derived from such leases and the gas attributable thereto, and pro- 
vided further that in the event such unitization or other such program is 
entered into voluntarily by Seller, it shall use its best efforts to protect 
Buyer's rights hereunder and to prevent an appreciable reduction or post- 
ponement in the delivery to Buyer of the quantities of gas set forth in Article 
IV hereof. 

5. Seller shall not be required by the provisions hereof to produce 
any well in excess of its allowable rate of flow as fixed by law or regulatory 
bodies, or in excess of its maximum efficient rate of flow as determined by 
seller, or in excess of the current rate of production permitted Seller under 
the terms of applicable operating agreements in the case of a well jointly 
operated with other parties, whichever is the smallest quantity. 

6. For the period prior to the date on which The Project is placed 
in operation and for periods during which Buyer is prevented from taking 
delivery of gas hereunder by any of the causes mentioned in Article XI, 


Seller shall have the right to sell and deliver gas to others in such quantities 


as may be necessary to prevent the flaring of gas or the termination of any 


11/20 


of Seller's leases by reason of non-production. 
ARTICLE IV - QUANTITY OF GAS 
1, Seller estimates that its presently proven and probable reserves 
are equal to a volume of not less than (A) Mcf per day fora 
twenty-five (25) year period. The Daily Contract Quantity which is subject 
to increase or decrease from time to time pursuant to the provisions of this 
Contract is initially (B) Mcf per day. Subject to the terms and 
conditions of this Contract, Seller agrees to sell and deliver gas to Buyer at 
the point of delivery referred to in Article VIII, and Buyer agrees to purchase 
gas from Seller as follows: 
(i) Inthe event that the date of first delivery hereunder is prior 
to , for the period from the date of first delivery to 
, Seller shall use its best efforts to deliver each day to 
Buyer the volume of gas requested by Buyer up to one hundred and twenty 
percent (120%) of the Deily Contract Quantity and Buyer shall, during said 
period, use its best efforts to take an average daily volume equal to ninety 
percent (90%) of the Daily Contract Quantity. 
(ii) For the period beginning on Or, 
if it be later, the date of first delivery hereunder, but in no event later than 


the expiration of eighteen (18) months after all authorizations referred to in 


“Article II have been obtained, and ending the next succeeding June 30, and 


each contract year thereafter for the remainder of the term hereof, Seller 
shall deliver each day to Buyer the volumes of gas requested by Buyer up to 


8 


Note: See page 8a immediately following for explanation of blank spaces 
(A) and (B) above. 
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Note: The volume to Be eerted in blank space (B) shall be the same as 
the volume inserted in blank space (A) decreased by the daily 
equivalent for a twenty-five (25) year period of the quantities of 
gas withheld by Seller for gas lift operations and return to reser- 
voir pursuant to paragraph 2 of that certain option agreement 


dated 25 November, 1957, to which Buyer and Seller are parties. 


8a 


11/20 


one hundred and twenty percent (120%) of the Daily Contract Quantity; and 
Buyer shall take during each contract year, if available hereunder, or pay 
for, if available and not taken hereunder, a minimum average daily volume 
equal to ninety percent (90%) of the Daily Contract Quantity; provided, 
however, that Buyer shall take, if available hereunder, not less than a min- 
imum average daily volume equal to eighty percent (80%) of the Daily Contract 
Quantity during each month and a minimum volume equal to seventy-five per- 
cent (75%) of the Daily Contract Quantity on each and every day. 

ae Subject to the reservations provided for in Article III hereof, 
Seller agrees that Seller's facilities and the number of wells which Seller 
drills initially, and from time to time thereafter, shall be sufficient, with 
reasonable allowance for anticipated decreases in deliverability for any 
cause, including pressure decline, to enable it to deliver one hundred and 
twenty percent (120%) of the initial Daily Contract Quantity not later than the 
date The Project is ready for operation, and one hundred and twenty percent 
(120%) of the Daily Contract Quantity, as it may exist from time to time, 
they caiter, 

oy If Buyer fails to take an average daily quantity equal to ninety 
percent (90%) of the Daily Contract Quantity for any period specified in Sub- 
section (ii) of Section 1 of this Article, Buyer shall have the right during the 
next two succeeding contract years after it has taken an average daily quantity 
equal to ninety percent (90%) of the Daily Contract Quantity during each such 


year, to take without further payment a quantity of gas up to the quantity paid 
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for but not taken, but not to exceed on any one day, unless Seller consents 
thereto, a total volume greater than one hundred and twenty percent (120%) 
of the Daily Contract Quantity; provided, however, that the said volume of 
gas which Buyer has the right to take during each of the two succeeding 
contract years, as provided above, shall not without the express permission 
of Seller exceed a volume represented by ten percent (10%) of the Daily Con- 
tract Quantity multiplied by three hundred and sixty-five (365). 

4. If Seller fails for any twenty (20) days during any month to deliver 
to Buyer the Daily quantity of gas requested by Buyer up to one hundred and 
twenty percent (120%) of the Daily Contract Quantity (Buyer being ready, able 
and willing to take and pay for such quantity of gas) Buyer may notify Seller 
in writing of such failure or failures. Seller shall have such time as may be 
necessary, but in no event more than six (6) months from the date of receipt 
by Seller of Buyer's notice, in which to restore its ability to deliver such 
quantity, during which period re Daily Contract Quantity shall be reduced 
temporarily to a volume equal to eighty~three and one-third percent (83-1/3%) 
of the average daily volume of gas Seller delivered to Buyer during the twenty 
(20) days on which Buyer's notice was based. In the event Seller's attempts to 
restore its ability to deliver one hundred and twenty percent (120%) of the Daily 
Contract Quantity in effect prior to such notice are unsuccessful, as evidenced 
by Seller's failure to deliver such quantity on each day of a thirty (30) consec- 


utive day test conducted by Seller and Buyer for the thirty (30) day period 
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commencing on the day following the end of said six (6) months period, or at 
such earlier time as Seller may request, Buyer shall have the right to reduce 
the Daily Contract Quantity to a volume equal to eighty-three and one-third 
percent (83-1/3%) of the average daily volume of gas Seller delivered to Buyer 
during the last fifteen (15) days of said delivery test. 

Ds If in any contract year there are in effect two or more volumes 
representing the Daily Contract Quantity, then Buyer's minimum obligation for 
such contract year to pay for gas, whether or not taken, shall be based upon 
the sum of the products of ninety percent (90%) of each such volume and the 


number of days each such volume was in effect. 


ARTICLE V . QUALITY OF GAS 


oe The gas delivered hereunder shall be merchantable gas, at all 
times complying with the following quality requirements: 

(i) Heating Value: The gas delivered hereunder shall have a 
gross heating value of not less than nine hundred and seventy-five (975) BTUs 
per cubic foot, but, with the consent of Buyer, gas at a lower gross heating 
value may be delivered. 

(ii) Freedom from Objectionable Matter: The gas delivered by 
Seller hereunder: 

{a) Shall be commercially free from sand, dust, gums, crude oil, 
impurities and other objectionable substances which may be injurious to pipe 


lines or which may interfere with its transmission through pipe lines or its 


commercial utilization. 
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(b) Shall not have a hydrocarbon dew-point in excess of fifteen degrees 
(15°) Fahrenheit at pressures up to eight hundred (800) pounds per square inch 
gauge. 

(c) Shall not contain more than one (1) grain of hydrogen sulphide per 
one hundred (100) cubic feet. 

(d) Shall not contain more than ten (10) grains of total sulphur per one 


hundred (100) cubic feet. 


{e) Shall not contain more than two percent (2%) by volume of carbon 
dioxide, 
(f) Shall not contain more than four (4) pounds of water vapor per one 


million (1,000,000) cubic feet. 

(g) Shall not exceed one hundred and ten degrees (110°) Fahrenheit in 
teimperature at the point of delivery. 

(h) Shall be as free of oxygen as Seller can keep it through the exercise 
of all reasonable precautions, and shall not in any event contain more than 
four-tenths of one percent (0.4%) by volume of oxygen. 

a Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made by 
Seller, at Seller's expense, by approved standard methods in general use in 
the gas industry, and the water vapor content of such gas shal] be determined 
by Seller, at Seller's expense, by the use of a dew-point apparatus approved 
by Buyer and Seller. Tests shall be made by Seller frequently enough to 


assure that the gas 1s conforming continuously to the quality requirements. 
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Buyer shall have the right to require Seller to remedy any deficiency of the 
gas in quality and, in the event such deficiency is not remedied, the right to 
require Seller to discontinue deliveries hereunder until such deficiency is 
remedied. If Seller is unable to remedy the deficiency, Buyer shall have the 
right to reduce the Daily Contract Quantity, as provided in Article IV, to 
eighty-three and one-third percent (83-1/3%) of the volume which the Seller 


can deliver in conformity with the quality requirements hereof, 


ARTICLE VI - MEASUREMENT 


Ls Unit of Measurement: The unit of volume for purposes of 
measurement hereunder, except for gross heating value, shall be one (1) 
cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit and at 
a pressure of fourteen and seventy-three one-hundredths (14. 73) pounds per 
Square inch absolute. For purposes of measurement the atmospheric 
pressure at the point of measurement hereunder shall be assumed to be 
constant at pounds per square inch absolute. 

rae Sales Unit: The sales unit of the gas delivered hereunder shall 
be one thousand (1000) cubic feet. 

2. Method of Measurement: All measuring equipment, devices and 
materials required in this Article shall be installed, maintained, and operated 
or furnished, by Buyer at Buyer's expense. Seller may install and operate 
check measuring equipment provided it does not interfere with the use of 
Buyer's equipment. In determining the volumes of gas delivered by Seller 


to Buyer at the point of delivery the following practices shall prevail: 
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(i) Metering: The gas shall be metered by one or more orifice 
meters installed and maintained, and volumes shall be measured (except for 
correction for deviation from Boyle's Law), in accordance with the methods 
prescribed in "Orifice Metering of Natural Gas"! ,» Gas Measurement Committee 
Report No. 3, of the American Gas Association, including the Appendix 
thereto, as published April 1955 or any subsequent revision thereof accept- 
able to Buyer and Seller. Correction shall be made for deviation of the gas 
from Boyle's Law at the pressure and temperature at which the gas is metered. 
To determine the factors for such correction a quantitative analysis of the gas 
shall be made at reasonable intervals with such apparatus as shall be agreed 
upon by Buyer and Seller, and such factors shall be obtained from data con- 
tained in "Supercompressibility Factors for Natural Gas", Volumes 1 through 
6, inclusive, or in "Tables for the Determination of Super compres sibility 
Factors for Natural Gas Containing Nitrogen and/or Carbon Dioxide’, Volume 
7, as published by the American Gas Association in 1955, or any subsequent 
revision thereof acceptable to Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific gravity of 
the gas being metered shall be made by Buyer in accordance with the American 
Petroleum Institute's Recommended Practice 50A dated April 19534 orrany 
subsequent revision thereof acceptable to Buyer and Seller. The gas samples 
to be tested shall be representative of the gas being metered at the time such 
samples are taken and may be either spot samples or samples taken over a 


period of time. Samples shall be taken at reasonable intervals by Buyer, 
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provided that Buyer shall take additional samples when requested by Seller 
so todo. The specific gravity Seen by any test shall apply to the gas 
metered from the date the spot sample was taken or from the commencement 
date of a sample taken over a period of time, as the case may be, until the 
next.test. 

(iii) Temperature: The flowing temperature of the gas being 
metered shall be determined by means of a recording thermometer of a type 
acceptable to Buyer and Seller, installed and maintained by Buyer in accord- 
ance with the specifications set forth in suid Gas Measurement Committee 
Report No. 3. The arithmetical average of readings each day shall be deemed 
the gas temperature and used in computing the volume of gas metered during 
such day. 

(iv) Correction and Adjustment: If at any time any of the measur- 
ing equipment is registering inaccurately by an amount exceeding two percent 
(2%) at a reading corresponding to the average hourly rate of flow since the 
last preceding test, the previous readings of such equipment shall be 
corrected to zero error for any period definitely known or agreed upon, or 
if not so known or agreed eo kes for a period of sixteen (16) days or one-half 
(1/2) of the elapsed time since the last test, whichever is shorter. If the 
measuring equipment is out of service, the volume of gas delivered during 
such period shall be determined: 

(a) by using the data recorded by any check measuring equipment 


accurately registering; or 
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(b) if such check measuring equipment is not registering accurately 
but the percentage of error is ascertainable by a calibration test, by using the 
data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above can be used, 
by estimating the quantity delivered, by reference to deliveries under similar 
conditions during a period when the equipment was registering accurately. 

No correction shall be made in the recorded volumes of gas delivered for 
inaccuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is commingled 
with gas of other producers in said Field at the point of delivery, the practices 
set forth in the preceding Subsections of this Section 3 shall be applicable to the 
said commingled gas and Seller shall cause the operator of the processing plant 
to advise Buyer as to how the commingled gas taken by Buyer at such point shall 
be allocated between Seller and such other producers. 

4, Heating Value: Tests to determine the gross heating value of gas 
delivered shall be made by Buyer utilizing a Cutler-Hammer recording calori- 
meter, or the equivalent, operated and maintained in accordance with General 
Order No. 58B, "Standards of Calorimetry for Gaseous Fuels", approved 
December 28, 1955 by the Public Utilities Commission of the State of 
California, or any subsequent revision thereof acceptable to Buyer and 
Seller. The gas samples to be tested shall be representative of the gas 
delivered at the time such samples are taken and may be either spot samples 


or, samples taken over a period of time. Samples shall be taken at reasonable 
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intervals by Buyer, provided that Buyer shall take additional samples when 
requested by Seller soto do. The gross heating value determined by any test 
shall apply to the gas delivered from the date the spot sample was taken or 
from the commencement date of a sample taken over a period of time, as the 
case may be, until the next test. The gross heating value per cubic foot of 
gas delivered shall be determined for any month by taking the arithmetical 
average of the daily heating values as determined in accordance with this 
Section 4, 
ARTICLE VII -. MEASURING AND TESTING EQUIPMENT 

de Testing Meter Equipment: The accuracy of Buyer's measuring 
equipment shall be verified by test, using means and methods acceptable to 
Seller, at least once each month and at other times upon request of Buyer or 
Seller, Notice of the time and nature of each test shall be given by Buyer to 
Seller sufficiently in advance to permit convenient arrangement for Seller's 
representative to be present, Tests and adjustments shall be made in the 
presence of and observed by a representative of Seller, if present, and if 
any of the measuring equipment is found to be registering inaccurately in any 
percentage, it shall be adjusted at once to read as accurately as possible. 
If, after notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. All 
tests of such measuring equipment shall be made at Buyer's expense, except 
that Seller shall bear the expense of tests made at its request if the inaccuracy 


| i) is found to be two percent (2%) or less. 
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tae Inspection of Equipment: Buyer and Seller shall have the right to 
inspect equipment installed or furnished by the other, and the charts and other 
measurement ~ >r test data of the other, at all times during business hours; 
but the reading, calibration and adjustment of such equipment and changing of 
charts shall be done only by the party installing and furnishing same. Unless 
the parties otherwise agree, each party shall preserve all original test data, 
charts and other similar records in such party's possession for a period of at 
least six (6) years. 
ARTICLE VIII - DELIVERY PRESSURE AND POINT OF DELIVERY 

ee The delivery pressure of the gas delivered hereunder shall be any 
pressure required by Buyer not in excess of nine hundred (900) pounds per 
Square inch gauge. In the event that compression facilities are required to 
bring such gas to the pressure required by Buyer under this Section, then 
Seller shall have the option of installing such facilities, and in the event that 


Seller does not desire to install such facilities, then Buyer shall have the right 


to do so. In the event that both Buyer and Seller elect not to install compression 


facilities, then the Daily Contract Quantity shall be reduced to a weiune equal 
to eighty-three and one-third percent (83-1/3%) of the daily quantity of gas 
Seller is then capable of delivering to Buyer at such delivery pressure. If 
Buyer requests gas at a pressure higher than herein provided and Seller is 
willing and able to maintain such higher pressure, then Seller shall be com- 
pensated for such higher pressure at a rate agreed upon between Buyer and 


Seller. 
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(ee The point of delivery of all gas delivered hereunder shall be 
where such gas leaves Seller's facilities and enters Buyer's facilities at 
a central point in the field or at the outlet of the plant where Seller's gas 
is processed. 

a Title to all gas delivered hereunder shall pass from Seller to 
Buyer at the point of delivery. Until passage of title Seller shall be 
deemed to be in control and possession of and be responsible for such gas, 
and thereafter Buyer shall be deemed to be in control and possession of 


and be responsible for such gas. 


ARTICLE IX - TERM OF CONTRACT 


Subject to the other provisions hereof, this Contract shall be 
effective from the date hereof and shall continue for a period of twenty- 
five (25) contract years or until the expiration of Buyer's authorization to 
remove gas purchased hereunder from the Province of Alberta, whichever 


first occurs. 


ARTICLE X ~- PRICE 


Ay (i) The prices to be paid by Buyer for gas delivered here- 
under or required to be paid for if tendered and not taken, during the 
following respective periods, unless changed as hereinafter provided, 


shall be as follows: 
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8 Period 


From the date of initial delivery through 


Jureesuge igo. se ~ 2 6 « «+, © 10,900  pereMer 
From July 1, 1961 through per 30, 1962 . . . 14.50¢ per Mcf 


Price 


From July 1, 1962 through June 30, 1963 . . . 15.25¢ per Mcf 
From July 1, 1963 through June 30, 1964 . . . 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965 . . . 16.25¢ per Mcf 
From July 1, 1965 through June 30, 1966 . . . 16.50¢ per Mcf 
From July 1, 1966 through June 30, 1967 . . . 16.75¢ per Mcf 
From July 1, 1967 through June 30, 1968 . . . 17.00¢ per Mcf 
From July 1, 1968 through June 30, 1973 . . . 17.25¢ per Mcf 
From July 1, 1973 through June 30, 1978 . . . 18.50¢ per Mcf 
From July 1, 1978 through June 30, 1983 s » 19.75¢ per Mcf 
From July 1, 1983 and thereafter during ie 

ROEM e OCLs ait 6 Mee se of os ye a veleUOe per Met 


The foregoing prices are expressed in Canadian currency. 
(ii) Buyer and Seller shall endeavor to renegotiate the prices to 

r be paid pursuant to this Contract for the pricing period commencing on July l, 
1968 and at each five vear interval thereafter during the term of this Contract. 

(iii) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the 
manner in which negotiations are proceeding, then such party shall have the 
right to refer the matter to arbitration in accordance with Article XV; and 
the arbitrators shall have the responsibility of determining fair market prices 
and the effective date thereof, having due regard to the then prevailing prices 
paid by purchasers of gas produced in the provinces of Alberta and British 
Columbia. 

Regardless of anything herein elsewhere contained, any prices 


fixed by renegotiation or by arbitration shall in no event be effective earlier 


9 than the first day of such pricing period or be lower than the prices set forth 
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in Subsection (i) of this Section l. 

ow The prices stated in Section 1] of this Article X shall be applicable 
to gas delivered hereunder for any month with a gross heating value per cubic 
foot of gas of no more than one thousand and twenty-five (1025) BTUs and no 
less than one thousand (1000) BTUs. If the gross heating value per cubic 
foot of gas delivered hereunder for any month is less than one thousand (1000) 
BTUs or more than one thousand and twenty-five (1025) BTUs, the price of 
such gas shall be the product of the price stated in Section 1 of this Article X 


and the applicable multiplier selected from the following table: 


BTU Content Multiplier 
For gas with a BTU content of less than 975 to 950 inclusive 4950 
For gas with a BTU content of less than 1000 to 975 inclusive =919 
For gas with a BTU content of more than 1025 to 1050 inclusive 1.025 
For gas with a BTU content of more than 1050 to 1075 inclusive hen 2 (0 
For gas with a BTU content of more than 1075 to 1100 inclusive L075 
For gas with a BTU content of more than 1100 to 1125 inclusive 1. 100 
For gas with a BTU content of more than 1125 ee is) 
3% If at any time during the term of this Contract any new or in- 


creased occupation, production, severance or sales tax or taxes of similar 
nature or equivalent in effect (not including income, capital stock, franchise 
or property taxes), other ee or in excess of a tax prevailing as of the date 
hereof, shall be imposed by any lawful authority on the gas delivered to Buyer 
pursuant to this Contract or on or in respect to the production thereof, or 

on the sale thereof, so that Seller shall be required to pay such increase 
either directly or indirectly, Buyer shall, subject to the conditions herein- 


after set forth, pay to Seller one-half (1/2) of such new taxes or one~half (1/2) 
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of any such increase in taxes. In case any such reimbursement of taxes is 
to be made, Seller shall notify Buyer immediately and shall within ninety (90) 
days prepare and submit to Buyer a statement setting forth the amount of 
such new or additional taxes that it has paid, and within thirty (30) days after 
submission of such statement Buyer shall reimburse Seller to the extent of 
one-half (1/2) of such new or additional taxes as herein defined which Seller 
shall have so paid. 

4. Notwithstanding any provision of this Contract to the contrary, if 
in order to comply with or by reason of any present or future law, rule, 
regulation or order of any governmental authority having jurisdiction, the 
basis or method of measurement of gas delivered hereunder is changed, then 
the price per Mcf for gas purchased hereunder shall be adjusted so that Seller 
will receive the same total payment as would have been received had no such 
change in the basis or method of measurement been made. 


On or before August 15th of cach year of the term heréotf, com- 


Hi 


mencing with the year 1968, Buyer will give written notice to Seller stating 
therein the weighted average of Buyer's cost per Mcf of gas purchased (in- 
cluding gas paid for but not taken) for the contract year ending on the immed- 
jately preceding June 30th, from gas producers other than Seller delivering 
gas to Buyer or Buyer's nominee, from fields other than oil fields located in 
whole or in part within the Province of Alberta. In the event such weighted 
average of Buyer's cost per Mcf is greater than the price per Mcf payable to 


Seller under the provisions of this Contract other than the provisions of this 
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Section 5 for gas deliverable to Buyer hereunder for any month during the 
twelve (12) months period commencing on the next following November lst, 
Buyer will increase the price per Mcf payable to Seller for gas delivered 
hereunder during such month by an amount equal to the difference between 
such weighted average of Buyer's cost per Mcf and such price per Mcf pay- 
able to Seller under the provisions of this Contract other than the provisions 
of this Section 5. The term ''Cost per Mcf'' as used herein shall mean the 
purchase price per Mcf, plus the amount per Mcf, if any, paid by Buyer to 
a producer for the kind of taxes included in Section 3 of this Article paid or 
payable by the producer, and such purchase price per Mcf shall be deter. 
¢ mined with respect to such other purchases on the same basis of quality 
(including BTU conteni), measurement, and terms and conditions of 
delivery as provided for gas delivered hereunder. 

6. Currency Adjustment: 

(i) During any month in which the arithmetical average of the 
daily exchange rate of Canadian currency and United States currency as 
published at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern 
Daylight Time, as the case may be, by the Bank of Canada at the City of 
Cre: is not more than One Hundred and Five (105) United States Cents 
or not less than Ninety: five (95) United States Cents for One (1) Canadian 
Dollar, then the total quantity of gas delivered by the Seller to the Buyer 
in such month shall be considered sold and purchased at the prices provided 


for herein in Canadian currency. 
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(ii) During any month in which the average exchange rate deter- 
mined as provided in Subsection (i) above is in excess of One Hundred and 
Five (105) United States Cents and is not more than One Hundred and Ten (110) 
United States Cents for One (1) Canadian Dollar, or is less than Ninety-five 
(95) United States Cents but not less than Ninety (90) United States Cents for 
One (1) Canadian Dollar, then the total quantity of gas delivered by the Seller 
to the Buyer in such month, subject to the pheno” “asain (v) of this 
Section 6, shall be considered sold and purchased at the price in Canadian 
currency calculated as follows: 
ee Pe Be Pe. « price payable in Canadian currency during the month; 


Cs the volume of gas sold out of The Project during such 
month to purchasers for use in Canada; 


US = the volume of gas sold out of The Project during such 
month to purchasers for use in the United States; 


a Price inthe Contract: 

Es the average exchange rate during such month deter- 
mined in accordance with the provisions of Subsection 
(i) above; 


ELiGN: In case such average exchange rate exceeds One Hundred and 


Five (105) United States Cents for One (1) Canadian Dollar: 


cores 2 ( C 5 ae Fp ( US Sor se Se) 
(C+ US ) (C # US By...) 


In case such average exchange rate is less than Ninety-five 
(95) United States Cents for One (1) Canadian Dollar: 
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(iii) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for less than three (3) consecutive 


months, the price payable by Buyer to Seller for gas delivered hereunder 


during such months shall be adjusted in accordance with the applicable formula 


set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Ninety (90) United States Cents, respectively, as 
the case may be. 

(iv) Inthe event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for at least three (3) consecutive 
months, then the currency adjustment formula to be used for such months 
and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however, that pending completion of 
such renegotiation the price payable by Buyer to Seller shall be calculated 
in accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6. The currency adjustment formula agreed upon in such renegotia- 
tion shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Canadian Dollar, and the 
payments between Buyer and Seller shall be adjusted accordingly. 

(v) In no event shall the value of ''Pc'' as calculated under the 
provisions of Subsections (ii), (iii), and (iv) (for the period pending re- 
negotiation as provided therein) of this Section 6 exceed or be less than the 
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value of 'P'"', as the case may be, by more than One (1) Cent per Mcf. 
ARTICLE XI - BILLINGS AND PAYMENTS 
1. Buyer shall render to Seller on or before the fifteenth day of 
each month a statement as to the amount of gas delivered by Seller during 
the month preceding. Seller shall render or cause to be rendered an invoice 
therefor as soon as practicable after receipt of said statement. Unless 
objected to by either party within six (6) months after the receipt by Seller 
4 of said statement, or, if during said six (6) months period Seller has 
requested the related meter charts, within sixty (60) days after the receipt 
of such charts, said statement shall be accepted by both parties as-correct. 
Buyer agrees to make payment (in Canadian currency) to Seller on or before 
an") the twenty-fifth day of such month or the tenth day after receipt of Seller's 
invoice, whichever shall occur later. Should Buyer fail to pay any amount 
due to Seller by the due date, interest thereon shall accrue at the rate of 
six percent (6%) per annum from such date until paid; and if such failure 
4 to pay continues for sixty (60) days, Seller thereafter may suspend 
deliveries of gas hereunder and if such failure continues for thirty (30) 
additional days, Seller thereafter may, in addition to any other rights 
Seller may have, terminate this Contract; provided, however, in order for 
Seller to have the right to suspend deliveries or terminate this Contract, 
Seller must first have notified Buyer in writing fifteen (15) days prior to 
exercising either or both of such rights of its intent to do so and give Buyer 
a) the right to pay the amount so due to Seller within such fifteen (15) day 


period. 
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2. If, by reason of the provisions of Article IV hereof Buyer shall 
pay Seller for an average daily volume equal to ninety percent (90%) of the 
Daily Contract Quantity during each contract year, whether taken or not, a 
payment for gas not taken shall be due Seller from Buyer, such payment 
shall be made to Seller within sixty (60) days after the end of the contract 
year for which such payment shall be due. Said payment shall be based on the 
price in effect on the last day of said year. The provisions of Section 1 of 
this Article as to non-payment shall be applicable to this Section 2. 

3. All calculations with respect to the price per Mcf of gas shall be 
carried to five significant figures and the price per Mcf as so calculated 
rounded to the nearest one-hundredth (1/100th) of a cent. 

ARTICLE XII - FORCE MAJEURE 

1. If either party to this Contract shall fail to perform any obligation 
hereby imposed upon it and such failure shall be caused, or materially con- 
tributed to, by any acts of God, strikes, lockouts, or other industrial dis- 
turbances, acts of the Queen's enemies, sabotage, wars, blockades, 
insurrections, riots, epidemics, landslides, lightning, earthquakes, floods, 
storms, fires, washouts, arrests and restraints of rulers and peoples, civil 
disturbances, explosions, breakage of or accident to machinery or lines of 
pipe, hydrate obstructions of lines of pipe, temporary failure of gas supply, 
freezing of wells or delivery facilities, well blowouts, craterings, inability 
to obtain pipe, materials or equipment including those necessary for The 
Project, the order of any court or governmental authority which has been 


resisted in good faith by all reasonable legal means, any act or omission 
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(including failure to take gas) of a purchaser of gas from Buyer, of a trans- 
porter of gas to Buyer, or of a transporter of gas purchased by Buyer, which 
is occasioned by any event or occurrence of the character described in this 
Article XII as constituting force majeure, or any other cause, whether of the 
kind herein enumerated or otherwise, not within the control of the party in- 
voking this Article and which by the exercise of due diligence such party could 
not have prevented, or shall be occasioned by the necessity for making repairs 
to or reconditioning wells, machinery, equipment, or pipelines, not resulting 
from the fault or negligence of such party, such failure shall nc be deemed to 
be a breach of the obligation of such party hereunder, but such ae shall use 
reasonable diligence to put itself again in a position to carry out its obligations 
hereunder. The foregoing provision shall be construed so as to reduce Buyer's 
obligation to pay for gas, whether or not taken, by an amount proportionate to 
the quantity of gas Buyer shall be unable to take in any contract year as a con- 
sequence of any of the aforementioned causes. Nothing contained herein shall 
be construed to require either party to settle a strike or lockout by acceding 
against its judgment to the demands of opposing parties. 

2. No such cause affecting the performance of this Contract by either 
party shail continue to relieve such party from its obligation after the expira- 
tion of a reasonable period of time within which by the use of due diligence 
such party could have remedied the situation preventing its performance, nor 
shall any such cause relieve either party from its obligation to make payment 
of amounts then due hereunder, nor shall any such cause relieve either party 


from its obligation unless such party shall give notice thereof in writing to the 


28 


r ‘ 
= eu) 
-estsit sto .teyud mort asg lo t928d91q 5 to (egy ors) 08 otulis? griby! 


ri) 


= 
i, a : 
foidw ,tsyv yd beasdoivg esy to t9t10ogensxi 6 to 10 ,rsyv4 G3 asp to tsit0q 


eidt ni bedixoesb tatcatsds si to sono1t1920 10 Insye yas yd benmotesasxo af 
913 lo tsrtiedw ,saus> 192130 YING 10 ,SIMSLBIM 9510) YoUUIIahos es Lx sloi1A 
tt yitsq sdito lorinos si midliw ton ,seiwzedio 10 bsisieamuns mistsd bail > 


bios yirag dows sonoRilih aub to weiotexs saat yd a bis sloij1A eidd gaidov 
an 


(iigasoes asd} yd beaoiesoco sd Ileda 10 ,baisevesgq syed Jorn 


gnijivas Jo: Pits yreoinosm .ellaw giutsoftibaoses to of 


pb 


03 bamasb sda Hm ilsne ulisit dajgue ,yTtagq ise to # aonilusa to jlist ad! mort 

sary li st; \ ee q fn’ ua hire tard yitsq ndowe te mor len tid« anf) to dosesd 6 ad : 
eNO SQiia + —~ : ) oO} nollieog s ni misgas tloeti 'o3 2 magiith sidsaeesen 
e'1syvG soubor of 85 o@ bouttenoo od lisde nojeivoig gaiogs103 eit .2ebewssated 
of estanortiogotg ingonrks m6 yO ,Mm9ASI jom to 1snteanw .é@s9 zal y6q o} notsgildo 
“109 6 8h T&9Y JISIIMOS ; at gAst o3 sidaoy od ilee 19yud ess to yicinsup sil 
llerie nteted banisinos yaidiovi ,eseuvss benoiinemoaiots adi to yas to 2 OMauUpPsE 


wibsoos yd trodlool to solitie « sliise of yi1teq rasllia stivps1 oF bautjenos od 


: 

titsq gatsogqo to ebasnoreh oct of fnsmrgboj ati ienisge | 
7 

19¢3ie yd jostinooO ein! to »sonenttolxrsgq 93 grtitoslisa gauso douse of JS 

7 

~Stigx® sd} tetts noiisgildo 841i mor} yi1sq dove evaile of suntinos ileda yiteq 
de 


ae | | . ae, re ve 
S2MsegIllb aud lo seu onl ya dotiw nidijov seri lo boixea old sno08 sey 8 to aor 
~ i by 7s" s 


i 
10Oo ,S2%sCrIGlisgq ali eniinaveta soitsutie od! bsitboeotst svsd blues yitsa Aove 
Set, , vix8q doue 
7) - 
tnaenysq alert 0} moitsgildo ati mott yj15q tediie aveilex sansa do: yas lee 
; ; “an 


yitsq tediie svsile1 seus dove yns Usde ion ,isbavsted oxb aadi edauon 
= ee 
f Bie 


edi o3 gnitirw ci tosted? soliton avig Usde yireq dowe aasing 1oijsgit 
i> ear ter4 . ee 2 


—w s 


" 2 “i - : - 


via, oy J: he piri ih - - 


11/20 


other party with reasonable promptness; and like notice shall be given upon 


termination of such cause. 


ARTICLE XIII - WARRANTY OF TITLE AND RESPONSIBILITY OF SELLER 


Seller represents and warrants that it has full right and authority to 
enter into this Contract, that, subject to unavoidable failure of title and to the 
applicable laws, rules and regulations, Seller's leases are in full force and 
effect and are capable of being maintained and will be maintained by Seller in 
full force and effect for as long as in Seller's opinion gas can be produced 
therefrom in paying quantities, that Seller has title to the gas to be sold and 
delivered hereunder. Seller shall at all times have the obligation to make 
settlements for all royalties and overriding royalties due and payments to the 
mineral and royalty owners under Seller's leases and other documents, as may 
appear of record or otherwise be binding upon Seller, and in accordance with 
the terms of the respective leases and other documents, and to make settle- 
ments with all other persons having any interest in the gas sold hereunder. 
Seller agrees to indemnify Buyer and save it harmless from all suits, actions, 
debts, accounts, damages, costs, losses, liabilities and expenses arising from 
or out of claims of any or all persons to said gas or to royalties, taxes, or 
other charges thereon which attach before the title passes to Buyer or which 
may be levied and assessed upon the sale thereof to Buyer. Inthe event of any 
adverse claim of any character whatsoever being asserted in respect to any of 
said gas, Buyer may retain, as security for the performance of Seller's obliga- 
tions with respect to such claim under this Sect’ on, the purchase price thereof 


up to the amount of such claim, without incurring liability for interest, until 
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such claim has been finally determined or until Seller shall have furnished bond 


to Buyer conditioned for the protection of Buyer with re spect to such claim, 


ARTICLE XIV - RESERVES OF SELLER 
co eia asaie ni Ni ea! plete lbh eae at leentiaceaontie hal 


1, Seller dedicates exclusively to the performance of this Contract all of 


its reserves in the reservoir underlying Seller's lands sub- 


ject, however, to any limitation provided by governmental authority and to the 
reservations of Seller provided in Article III. 

2. Commencing inthe year 1963, prior to July 1 of said year and of 
each odd numbered year thereafter during the term hereof, Seller and Buyer 
will conduct a joint study of Seller's reserves dedicated hereto and the delivera- 
bility therefrom to determine whether or not Seller is capable of performance 
of this Contract, and, if capable, whether Seller has dedicated to its perfor- 
mance reserves in excess of those required for performance of this Contract. 
In the event Seller and Buyer are unable to agree upon the amount of reserves 
dedicated hereto or the deliverability therefrom, or both, a qualified indepen- 
dent consulting engineer or firm (herein referred to as ''Consultant") shall be 
selected by the parties in the following manner to determine the matter in 
question. Seller and Buyer shall immediately exchange lists each containing 
in the order of preference the names of not less than five acceptable Consultants. 
The name appearing highest in the order of preference on both such lists shall be 
employed by the parties as the Consultant. In the event that there is no name in 
common to both such lists, or that there are two names accorded equally high 
preference (considering their respective positions on both lists), then the Con- 


sultant shall be selected by lot from among said two names accorded equally 
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high preference, or, if there be no such names, from among the first names 
on each list. The Consultant so employed shall determine the matter in ques- 
tion as soon as feasible. The determination of the Consultant shall be final and 
binding on the parties, and the parties shall abide thereby, subject however to 
the provisions of Article III. The fees and expenses of such Consultant shall 
be paid in equal proportions by the Buyer and Seller. 

3. (i) In the event it is determined by the parties or the Consultant that 
reserves are sufficient, but deliverability is insufficient, Seller may proceed 
with such additional development as may be necessary from time to time to 
comply with Section 2 of Article IV. In the event Seller shall fail within six 
(6) months from and after such determination to complete such additional 
development as may be necessary to comply with Section 2 of Article IV, 
Buyer shall have the right to reduce the Daily Contract Quantity to eighty - 
three and one-third percent (83-1/3%) of the deliverability. 

(ii) In the event it is determined by the parties or the Consultant 
that deliverability is sufficient but reserves are insufficient, then Seller may, 
within six (6) months from and after such determination, make available and 
dedicate to this Contract such additional uncommitted quantities of gas as it 
may have or in the exercise of its sole discretion may acquire, as may be 
necessary to make up the deficiency in reserves and which are economically 
producible and available at a point of delivery satisfactory to Buyer. In the 
event Seller shall fail to make available the additional reserves necessary to 
make up such deficiency, Buyer shall have the right to reduce the Daily Con- 
tract Quantity in direct proportion to the deficiency in the reserves required 
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for the performance of this Contract for the remainder of the term hereof. 

(iii) In the event it is determined by the parties or the Consultant that 
Seller has dedicated reserves in excess of those required for Seller to perform 
this Contract for the remainder of the term hereof, then at the election of 
Seller said excess reserves shall be considered surplus to this Contract and 
Buyer shall have no further right to, or control of, such excess reserves or 
any portion thereof and Seller may sell, use or otherwise dispose of any gas 
therefrom in any manner that Seller in its judgment may deem advisable. 

4. Seller shall, from time to time at Buyer's request, furnish to Buyer 
such geological, engineering and production data available to Seller as may be 
needed for a study of the gas reserves and deliverability thereof, including 
electrical logs, core analyses and any and all information pertaining to such 
wells; provided, however, that Seller shall not be required to furnish any data 


the release of which would be prejudicial, in Seller's opinion, to its interests. 


ARTICLE XV - ARBITRATION 


Any arbitration provided for in this Contract or agreed to by the 
parties shall be conducted in accordance with the following procedures and 
principles: 

Upon the written demand of either party and within ten (10) days from 
the date of such demand, each party shall appoint an arbitrator and the two 
arbitrators so appointed shall promptly thereafter appoint a third. In the 
event more than one party have executed this Contract as Seller and more than 
one of such parties are involved in the same controversy with Buyer, they 


shall be considered as one party. If either party shall fail to appoint an 
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arbitrator within ten (10) days from the date of such demand, then the 
arbitrator shall be appointed by a judge of the Supreme Court of Alberta. 
If the two arbitrators shall fail within ten (10) days from their appointment to 
agree upon and appoint the third arbitrator, then upon the application of either 
party, such third arbitrator shall be appointed by a judge of the Supreme Court 
of Alberta. 
The arbitrators shall proceed immediately to hear and determine 
the matter in controversy. The award of the arbitrators, or a majority of 
them, shall be made within forty-five (45) days after the appointment of the 
third arbitrator, subject to any reasonable delay due to unforeseen circum- 
stances. 
The award of the arbitrators shall be drawn up in writing and 

signed by the arbitrators, or a majority of them, and shall be final and bind- 
ing on the parties, and the parties shall abide by the award and perform the 
terms and conditions thereof. Unless otherwise determined by the arbitrators 
the fees and expenses of the arbitrator named for the Seller shall be paid by 
Seller, the fees and expenses of the arbitrator named for the Buyer shall be 
paid by the Buyer and the fees and expenses of the third arbitrator shall be 
paid in equal proportion by the Buyer and the Seller. 

1. No waiver by Buyer or Seller of any default by the other under this 
Contract shall operate as a waiver of a future default, whether of a like or 


different character. 
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ry 2. This Contract shall bind and inure to the respective successors 
and assigns of the parties hereto; but no assignment shall release either 
party from such party's obligations hereunder without the written consent 
of the other party to such release. Nothing herein contained shall prevent 
either party from pledging or mortgaging its rights hereunder as security 
for its indebtedness. 

3. Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided 
for herein shall be directed to the party to whom given, made or delivered 
at such party's address as follows: 

BUYER: Alberta and Southern Gas Co. Ltd. 
140 - 6th Avenue S.W. 
Calgary, Alberta 


SELLER: 


Any notice hereunder shall be deemed to have been given 48 hours after 
such notice has been deposited in a post office with requisite postage there- 
on. Either party may change its address by giving written notice to the 
other party; provided, however, in no event shall Buyer be obligated to pay 
for gas purchased hereunder at a point outside of Canada or in currency 
other than Canadian currency. 
4, This Contract and the rights and obligations of the parties here- 

under are subject to all present and future laws, rules, regulations and 


orders of any legislative body or duly constituted authority now or hereafter 
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5. This Contract shall be construed in accordance with the laws of the 
Province of Alberta. 

6. The headings used throughout this Contract are inserted for refer- 
ence purposes onlv and are not to he considered or taken into account tn con- 
struing the terms and provisions of any Article nor to be deemed in any way 
to qualify, modify or explain the effects of any such term or provision. 

7. ‘The books, records and accounts of each party hereto relating to 
the subject matter of this Contract shall be opened at all reasonable times for 
the inspection of the other party. 

8. Seller hereby elects to be excluded from the application of Sub- 
chapter K of Chapter 1 of Subtitle A of the Internal Revenue Code of 1954, as 
amended, insofar as such Subchapter or any portion or portions thereof may 
be applicable to the parties to this Contract in respect of the operations 
covered hereby. Seller will execute such additional or further evidence of 
said election as may be required by Regulations issued under said Subchapter 
es 

IN WITNESS WHEREOF this Contract has been properly executed 


by the parties hereto as of the day and year first above written. 


PAN AMERICAN PETROLEUM CORPORA TION 


By 


"SELLER" By 
ALBERTA AND SOUTHERN GAS CO, LTD. 
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having jurisdiction. 

Be This Contract shall be construed in accordance with the laws of 
the Province of Alberta. 

6. The headings used throughout this Contract are inserted for 
reference purposes only and are not to be considered or taken into account 
in construing the terms and provisions of any Article nor to be deemed in 
any way to qualify, modify or explain the effects of any such term or pro- 
vision. 

rf The books, records and accounts of each party hereto relating 
to the subject matter of this Contract shall be opened at all reasonable times 
for the inspection of the other party. 

IN WITNESS WHEREOF this Contract has been properly executed 


by the parties hereto as of the day and year first above written. 


By 


"SELLER" By 


ALBERTA AND SOUTHERN GAS CO. LTD. 


By 


BUY ior! By 
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SCHEDULE UC" 


Gentlemen: 


We recognize that you have executed the Gas Purchase Contract 
with this Company dated covering the delivery of 
gas at the outlet of a treating plant to be located in the 
Field in Alberta in reliance upon our assurance as follows: 


When and as we enter into contracts with other producers for 
the purchase at the outlet of a treating plant of gas other than oil field gas in 
the Provincesof Alberta and British Columbia prior to July 1, 1968, we will 
promptly deliver to you copies of such other contracts. Should you consider 
the terms (including delivery conditions and price) of any such contract to be 
more favorable to the producer than those fixed in said Gas Purchase Con- 
tract between us, we agree, upon receiving a written request from you with- 
in sixty (60) days after you receive a copy of any such other contract, to 
modify our said Gas Purchase Contract with you so as to substitute as appro- 
priate the form and substance of such other contract. It is understood that 
in making such substitution, all properly applicable terms of such other con- 
tract will be incorporated rather than only those which you may consider 
would be more favorable to you. 


This supplemental agreement shall be deemed a part of said 
Gas Purchase Contract between us, and accordingly shall be assignable with 
its 
Yours very truly 


ALBERTA AND SOUTHERN GAS CO, LTD. 


By 
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VIRGINIA HILLS AREA GAS PURCHASE OPTION AGREEMENT 


Between 


MOBIL OIL OF CANADA, LTD. 


- and - 


ALBERTA AND SOUTHERN GAS CO. LTD. 
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 ) THIS AGREEMENT made this 29th day of | November meek 
BETWEEN: 
MOBIL OIL OF CANADA, LTD., a corporation incorporated 
under the laws of the State of Delaware in the United States 
of America and authorized to carry on business in the Province 
of Alberta in the Dominion of Canada 
(hereinafter called ''Producer'') 
OF THE FIRST PART 
~ and - 
ALBERTA AND SOUTHERN GAS CO, LTD. a body corporate, 
having an office and carrying on business in the City of 
Calgary, in the Province of Alberta, 
(hereinafter called 'Gas Company'') 
OF THE SECOND PART 
WHEREAS: 

9 aie Producer now owns or controls petroleum and/or natural gas rights 
or interests and may hereafter acquire similar rights or interests in that area 
of land (hereinafter called ''the said area") outlined by a heavy black line on 
the map attached hereto and marked Schedule ''A" and by this reference made 

a part hereof, and Producer expects to develop and have gas available for 
sale therefrom; and 

B. Gas Company is engaged in the purchase of gas for a pipeline pro- 
ject having for its principal purpose the transportation of pipeline gas to 
markets in the State of California; and 

Cc. Gas Company has entered into several gas purchase contracts in 


connection with said pipeline project and would like to enter into additional 


» contracts for the purchase of gas for said project; and 
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e D, As a part of said pipeline project, Gas Company or its nominee will 
construct, operate and maintain the pipeline facilities commencing in the so- 
called ''Windfall Area" of Alberta and extending to Crow's Nest Pass in British 
Columbia for handling the gas purchased from Producer hereunder; and 

E. For the reasons aforesaid, Gas Company desires to have the right 
to purchase pipeline gas available for sale by Producer within the said area, 
and Producer is willing to give Gas Company the right to purchase the same 


subject to the terms of this agreement. 


NOW , THEREFORE, in consideration of the premises, the parties agree as 


follows: 
1, Producer hereby gives and grants to Gas Company the exclusive 
v right and option, irrevocable within the time herein specified for acceptance, 


to purchase from Producer, subject to the terms and conditions of the form of 
Gas Purchase Contract attached hereto and marked Schedule ''B", all of the 

gas which Producer may, from time to time (i) discover or acquire within the 
said area which Producer does not desire to use at any time in any repressuring, 
recycling, or secondary recovery program; or (ii) have available for sale as 
pipeline gas from oil and condensate fields in the said area upon the curtailment 
or cessation of any repressuring or recycling program in such fields. 

rae Upon any such gas becoming available as aforesaid in the said area, 
Producer shall forthwith give Gas Company notice thereof (hereinafter called 
"Producer's notice''), Producer shall attach to Producer's notice a plat 

® showing the location of the discovery well or wells and the lands owned or con- 


trolled by Producer in the vicinity thereof which in Producer's opinion contain 
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gas in commercial quantities (hereinafter called "the said lands"), Producer's 
notice shall contain Producer's best estimate of the proven and probable 
reserves underlying the said lands, but Producer shall not guarantee the 
correctness of such estimate and shall not incur any obligation or liability, 
direct or consequential, in the event the said lands do not contain said 
estimated reserves. 

oe Within one (1) year from the date of the receipt of Producer's 
notice, Gas Company shall give Producer notice whether or not it elects to 
purchase the gas designated therein. If Gas Company elects not to purchase 
such gas, this agreement, at the option of Producer, shall terminate. 

4, If Gas Company elects to purchase such gas, it shall specify in its 


said notice the minimum reserves which it reasonably believes are necessary 


_to justify a pipeline extension to the said lands, and the date when it will 


commence taking the gas, which date shall not be later than three (3) years 
after the effective date of the Gas Purchase Contract entered into in accord- 
ance with Paragraph 6. 

ae Upon receipt of notice from Gas Company of its election to pur- 
chase such pipeline gas, Producer shall commence such development oper- 
ations on the said lands as are necessary in its sole opinion to develop the 
said lands, provided that nothing herein shall be construed to require Pro- 
ducer to drill a well or wells on said lands. In the event Producer is unable 
to prove up the minimum reserves referred to in Paragraph 4, Producer 
shall notify Gas Company and specify the amount of reserves it has or will 


be able to prove up. Gas Company shall thereupon notify Producer whether 
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it desires to withdraw its election to purchase such gas or to purchase such 
gas on the basis of the reduced reserve figure; provided, however, that if 
Producer is able to develop proven reserves of at least 200 billion cubic feet, 
Gas Company cannot withdraw its election to purchase such gas. If Gas Com- 
pany withdraws its election to purchase such gas, this agreement, at the 
option of Producer, shall terminate. 


6. After the reserves have been developed as above provided, the 


parties shall enter into a Gas Purchase Contract in the form, mutatis mutandis, 


of Schedule "B", except that if prior to the date of execution of said contract 
Gas Company has entered into any contract with any other producer for the 
purchase of gas, other than oil field gas, meeting the quality requirements of 
Article V of Schedule "'B", in the Province of Alberta under terms (including 
delivery conditions and price) which are considered by Producer to be more 
favorable to that producer than those fixed in Schedule ''B", Schedule 'B"' 
shall be revised so as to substitute as appropriate the form and substance of 
such other contract. It is understood that in making such substitution all 
properly applicable terms of such other contract will be incorporated rather 
than only those which Producer may consider would be more favorable to it. 
If the parties are unable to agree upon the appropriate dates, quantities and 
field description to insert in the blanks in the said Schedule ''B", the matter 
or matters in issue shall be referred to and determined by arbitration con- 
ducted in accordance with the provisions of Article XV of said Schedule "B", 
a% Nothing herein contained shall be construed as requiring Producer 


to drill a well or wells within the said area, but the sale of gas from the said 


she i 


fous sesioiwg Of TO Bsg dows echt ‘03 aoliosis: bie on AG 
ti iad . tavewod ‘nebhvdtg jot git svi19¥es bioubet oft to stint oad 
tee) aiduo moillid OOS tees! 3s to esyisRs% nevetq qoleveb o3 vite? al inset Te a 
-m100 e694 .asg dove sesdotuq of moliosts ati weibiltiw toanso Yuegatod 's 
sd? te .dnerntsortgs sitll easy dove vesiisiuq 03 moijosle et aweabrdtlw yang 
.oisnirars? lishe , 1s9ubo1d to motige : 
sii , bsbivotg svods as beqeloevsb assd svad sevrsaex on} 197tA, 8 
 aibnsjum aitstucr , oxo ascii ot JosstinoO suadoiat @aD & Otnl teJas Liens esitzeg 
tostiaed bise to moltuooxs to stab add od toirg Yi Jedd tqe3x0 ."E" slibense to 

eit tot teouborg 1930 yns diiw josiinoS yas otnt betelns wad yragaiod asd 
io Bimoristivpst yillsup ed? gniteerm ,asg blsit lio madi tenfo ,e8y lo ssanoiog | 
gaibsloai) esrtet soba sttediA to eonivotd sii oi . "A" slubeis® to V SIoiszA 
stom ed of ta9ubexT yd bexsbienon sis doifw (o5itq bas exolttbnos yrsyiish 
"S" sivbsedot ."4" slabsdse aeeeh seodi nsit 1s9ub0 rq tedf of oidarovet 
16 som&jadue bas mito ed? sisitqgoxqqs as siutitedve of 8s o8 bsaivyet sd iteste 
(ia notjuditedue dove in ti testi boota ile aitl .foga%noo rerio dowe 


- 


terije1 betstoqzooci sd Liiw jostinos taHto dove to aren? eidasiiqgs yiteqo" 7 

.t of sldetovai siont sd bluow tobienos yscr issubo1d dotdw saods vine ms As 
baé esitiinsup ,Aetsh sisiztqozqqs odd noqy 29198 of oldsny 918 aoliteg & 
teiiers sci x "G" elubedoe bise ont ht exasid edt at sxe emi aa 
-ffo3 noite 1iidis vd boniarreteb baa 07 batietes od isda » 

> net stubsdse bisa te VX S1I9ERA ny Seca ive 9: 


xepubo x4 aetriupes ws ene ee 


area by Producer shall be subject to the terms of this agreement. 
8. Any notice to be given under the terms of this agreement shall be 


in writing directed to the party to whom given at such party's address as 


follows: 
Mobil Oil of Canada, Ltd. 
Mobil Oil Building 
Calgary, Alberta, Canada 
Producer 


Alberta and Southern Gas Co, Ltd. 

140 = 6th Avenue S.W. 

Calgary, Alberta 

Gas Company 

Either party may change its address by giving written notice to the other 
party. 
9. This agreement shall be effective as of the date hereof and shall 
continue for a period of Ten (10) years or until Gas Company has been offered 
gas reserves under this agreement and that certain Alhambra agreement of 
even date herewith totalling at least 912.5 billion cubic feet, whichever shall 
first occur. 
10. Each party shall do and perform all such acts and things, execute 
and deliver all such instruments, documents and writings, and give all such 
assurances as may be necessary to give full effect to the provisions and intent 
of this agreement. 
il. The word ''reserves"' shall have the meaning given for such word 
in Schedule "'B". 


12. Producer may terminate this agreement at any time if Gas 
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Company is effectively prevented from full performance hereunder by any cause, 
whether governmental regulations or otherwise, or if it becomes reasonably 
probable that Gas Company will not be able to comply with the provisions of this 
agreement, or if Gas Company or its nominee fails to commence construction by 
January 1, 1961 of the facilities required to transport gas to markets in the State 
of California, and on execution of the Gas Purchase Contract attached as 
Schedule ''B"' this agreement shall terminate as to the lands described in said 
Gas Purchase Contract. 

L3y There shall be no modification of the terms and provisions of this 


agreement ‘ a ; . 
eentract except in writing signed by the party or parties to be bound thereby. 
O 


o 


J. Kal. It is expressly understood and agreed that Producer does not warrant 


its title to all or any part of said lands. 

15s This agreement embodies the entire contract between the parties 
hereto in respect to the said area or any portion or portions thereof, and all 
prior agreements and negotiations between the parties pertaining to the subject 
matter of this agreement are merged herein. 

16. This agreement shall inure to the benefit of and be binding upon the 
parties hereto, their successors and assigns, provided that this contract shall 
not be assignable by either party without the written consent of the other party. 
IN WITNESS WHEREOF this agreement has been properly executed by the parties 
hereto as of the day and year first above written. 


MOBIL OIL OF CANADA, LTD, 


By A. O. Detmar (Seal) 
Vice President 
(Seal) By H. E. McCombs 
Secretary 


ALBERTA AND SOUTHERN GAS CO, LTD. 


Bye .ds, Sh. Horton 
President 
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THIS GAS PURCHASE CONTRACT made the day of 
ASPENS 
BETWEEN 
MOBI OL OF CANADA. LTD... 
a corporation incorporated under the laws 
of the State of Delaware in the United States 
of America and authorized to carry on 
business in the Province of Alberta in the 
Dominion of Ganada, 
(hereinafter referred to as "Seller"') 
OF ‘LHE FIRST PART 
- and - 
Pi CAN DeSoOLrHeRNOGAS CO. -1o1.De., 
a body corporate, having an office and 
Carrying on business in the City of Calgary, 
in the Province of Alberta; 
(hereinafter referred to as Buyer") 
OF THE SECOND PART 
BES Gla PL RL DIR Pea Ok Rea ae Be? Was 
WHEREAS Buyer is a subsidiary of Pacific Gas and Electric Com- 
pany, a California corporation, hereinafter referred to as "P. Cr pa naere.0 
AND WHEREAS P. G, and E. and certain subsidiaries (including 
Buyer) and/or affiliates of P, G. and E., hereinafter referred to as "'the 
participants", propose to construct and operate a natural gas pipeline project, 
hereinafter called ''The Project", having for its principal purpose the trans- 
portation of gas purchased by Buyer to the existing integrated transmission 
and distribution system of P. G. and E. in the State of California; 


AND WHEREAS Seller owns or controls petroleum and natural gas 


rights or interests therein in the Field, as same is 


edt aban TOAATMOD we AHOAUG ano ant 


Teel ‘ca Ire 


Macaw ra ae 


awal oa bow bolsreqdroonl nols1Oq TOD & - 


7 4. ae . ’ * 4 a’ j ; J ‘ 
aogielic betinU ed! oi atewelod lo o34!2 od lo 
t bexitondtuna br BoPtamnA to 


iY 7 mS 
I viii 4 it TOOLTIP 
y . 
: I © role tani ort) 
ce : 
4 i | , 
- te 
rr’ ' r] A rT’ 4 fi 
‘ wt Larned Wie) € _ / 4 wh A 
WT ¢ if CV Si ; I 10 bod s 
ties | a 
> VII ; } chs O(L iS 
\ ¢ 
; cI ; 
A I Dd POT iy ETE 
i « i f y 4 ty +7 ce f 1} 
f yey 
J z f id 
Y r - if 7 
: ord € | ‘ s v¥ ee: 
— 
f i { = oa - ¥ r 
: m4 y, io 2 Oe 7 > f f of ; 2 f € 4H iV 
i i 


t'' es ot betxstet tallignisied ,noligtoqtTos sintolilseO s ,ynasg 


4 
< 


4AASHW CVA 
; ze 7 ys q % he f 
9f7y' as OF Dat1sis roltsnisted ,..a bas .D .4 Yo eatsilitie 10\bns (royuwa 


‘ Pi oe ae 
Org 9 ity 889 Isvuisn &£ STIsBTSaCO Drs Jowrianes oO} s8OqoTY . @Ilasqrsittsg ha 


—s 


sanri? aril ssoa tu " ix ys ris : aii cop? gorvsn ,' Inosto r 4 st Oia b ilies (9itentersd 
: 


oleeioranat? beisitasinai gaittaixe ot of rayud yi 1 boa ect: IITUG aé 4B lo bccn, 


4 aan! 
(sintoliisO to atste edt nit .a bas ,O .4 to oteteya notuediaseib bas. 


aay ierutean bes mwalotieg elotiseo 10 enwo tolle® GAR AAHW GUA 


bismse as , blo od} at misieds alaatoint to | 


teh eee hata ee ee 


10/28 


outlined by the heavy black line on the map marked "Exhibit A" annexed hereto; 
and Seller will have a supply of gas available from said Field and desires to 
sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from Seller 
together with natural gas from others for The Projet ets 

NOW THEREFORE it is hereby agreed as follows: 

ARTICLE I - DEFINITIONS 
3 For the purpose of this Contract the following words and terms 
are defined as follows: 

(a) The word "day" shall mean a period of twenty-four (24) con- 
secutive hours, beginning and ending at 8:00 o'clock A.M, Mountain Standard 
Time, 

4 (6) The word "month" shall mean a period beginning at 8:00 
o'clock A.M. on the first day of a calendar month and ending at 8:00 o'clock 
A.M. on the first day of the next succeeding calendar month. 

(c). The term "contract year" shall mean’a period of twelve con- 
secutive months beginning with the month of July, the first contract year to 
begin with the month of July next following the date natural gas is first 
maelivered hereundén. 

(d) The word ''gas" shall mean either natural gas obtained from 
the wells or the residue remaining after the natural gas has been treated for 
the removal of any of its constituent parts other than methane and for the 


removal of methane to such extent as is necessary in removing other 
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constituents, as the context may require, 

(e) The term "Buyer's facilities" shall mean the facilities 
constituting The Project, together with such gathering facilities if any, 
as may be built by others which are necessary to receive and transport 
the quantities of gas which Buyer undertakes to buy under this Contract. 

(f) The term "Seller's facilities" shall mean such facilities 
as are required for Seller or its nominee to gather, process and deliver 
gas to Buyer in accordance with the terms and conditions of this Con- 
Urace. 

(g) The term "Mcf" shall mean one thousand (1000) cubic 
feet of gas as determined on the measurement basis set forth in Article 
VI LavSo#! 

(h) The term "BTU" shall mean British Thermal Unit. 

(i) The term "gross heating value" shall mean the number 
of BTUs ina cubic foot of gas at a temperature of sixty degrees (60°) 
Fahrenheit, saturated with water vapor, and at an absolute pressure 
equivalent to thirty (30) inches of mercury at thirty-two degrees (32°) 
Fahrenheit. 

(j) The term "Seller's lands" shall mean those lands in 
said Field in, under and from which Seller now has or may hereafter 
acquire the right to drill for, produce and dispose of gas, and the said 
right. 

(k) The word "lease" shall mean any right of the Seller to 


drill for, produce and dispose of gas in, under and from Seller's lands, 
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and shall include any document evidencing such right. 

(1) The word ''reserves'' where used as a noun herein shall 
mean the quantities of merchantable gas which will be available to Seller 
from the total quantities of gas economically recoverable from Seller's 
lands after processing to satisfy the quality specifications of Section 1 
of Article V hereof. 

ARTICLE II - CONDITIONS 

l.. Before The Project can be constructed and operated, all 
permits, certificates, and other authorizations required under applicable 
Canadian and United States laws and regulations must be obtained. 
Buyer represents that Buyer and the other participants in The Project 
will use diligent efforts to procure such authorizations. Buyer shall 
notify Seller in writing within thirty (30) days after each such authoriza- 
tion, in form acceptable to the participants, has been obtained, and 
furnish Seller a copy of such authorization. If such authorization con- 
tains conditions that would preclude Buyer from fully performing this 
Contract in accordance with its terms, Seller may within thirty (30) 
days after receipt of Buyer's notice give Buyer written notice of inten- 
tion to terminate this Contract, stating in said notice the particular 
grounds of objection to the authorization; and unless Buyer shall promptly 
cause an application for rehearing to be made and such rehearing shall 
result in the authorization being modified so as to meet Seller's objection, 
then this Contract shall terminate. In the event that on or before the 


expiration of fifteen (15) months from the date hereof all necessary 
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authorizations in form acceptable to the participants from the govern- 
mental authorities of the Province of Alberta shall not have been 
obtained, Seller may terminate this Contract by written notice to 
Buyer within sixty (60) days thereafter, and in the event that on or 
before the expiration of twenty-four (24) months from the date hereof 
all other necessary authorizations, in form acceptable to the partici- 
pants, shall not have been obtained, Seller may at any time thereafter 
give Buyer sixty (60) days' written notice of its intention to terminate 
this Contract and, unless prior to the expiration of said sixty (60) day 
period all of said authorizations shall have been obtained, this Contract 
shall terminate at the end of said sixty (60) day period. 

ns Buyer represents that immediately upon all such authoriza- 
tions being obtained, the participants will proceed with due diligence 
to construct The Project, and Seller agrees that it will proceed with 
due diligence to construct Seller's facilities. Each party hereto will 
use its best efforts to the end that The Project may be placed in 
operation by 30 November1960. In the event Seller is capable of 
delivering into The Project the quantity of gas required hereunder by 
30 June 1961 or the expiration of thirty (30) months after all such 
authorizations have been obtained, whichever is the later, then, unless 
excused by Article XII hereof, Buyer shall thereafter pay for the 
quantity of gas it is obligated hereunder to take, or pay for if it does 


Not take. 
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ARTICLE III - RESERVATIONS OF SELLER 
Pc ee a PAN 


1s Seller hereby expressly reserves to itself the following 
rights, namely: to operate its properties, free from any control by 
Buyer, in such manner as Seller in its sole discretion may deem 
advisable, including, without limiting the generality of the foregoing, 
the right to determine when, whether and where any additional well 
will be drilled, or when and whether any well will be reworked or 
recompleted, or when and whether any of Seller's leases or gas wells 
cannot or has ceased to produce gas in paying quantities and is to be 
released or abandoned; to determine the manner in which the quan- 
tities of gas to be delivered hereunder shall be allocated to and 
produced by Seller from the respective gas wells of Seller on Seller's 
lands; to deliver to the persons entitled thereto the quantities of gas 
which such persons have reserved and are entitled to take in kind 
from Seller's lands; and to assign or farm ou’, subject to this Con- 
tract, any of Seller's leases, 

b0 Seller reserves to itself quantities of gas which may be 
required for the development and operation of Seller's lands for the 
production of petroleum and natural gas, including but not limited to, 
gas for gas lift operations and return to reservoir. Seller also 
reserves to itself sufficient quantities of gas for the operation of 
separator equipment, gasoline, and other extraction plants, com- 
pressor stations, and other facilities for the processing or handling 
of the gas to be delivered hereunder and the products extracted 


therefrom. 
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op Seller may extract or permit the extraction of non- 
hydrocarbons and hydrocarbons other than methane from the gas to be 
delivered hereunder, and shall have the right to remove such methane 
as 1S necessarily removed from the gas in recovering other constitu- 
ents; provided that Seller by such processing shall not reduce the 
gross heating value per cubic foot below one thousand (1000) BTUs 
unless required to do so to render the gas capable of meeting the 
quality specifications set forth in Article V hereof. 

ae Seller may unitize any of Seller's leases in said Reld and 
may participate in any oil or gas proration, conservation, ratable 
taking or other similar program, provided that in the event Seller's 
leases are unitized with other properties in saidField this Contract will 
cover Seller's interest in the unit derived from such leases and the gas 
attributable thereto, and provided further that in the event such unitiza- 
tion or other such program is entered into voluntarily by Seller, it 
shall use its best efforts to protect Buyer's rights hereunder and to 
prevent an appreciable reduction in the delivery to Buyer of the quan- 
tities of gas set forth in Article IV hereof. 

se, Seller shall not be required by the provisions hereof to 
produce any well in excess of its allowable rate of flow as fixed by law 
or regulatory bodies, or in excess of its maximum efficient rate of 
flow as determined by Seller, or in excess of the current rate of pro- 
duction permitted Seller under the terms of applicable operating 


agreements in the case of a well jointly Operated with other parties, 
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- whichever is the smallest quantity. 


6. For the period prior to the date on which The Project is 
placed in operation and for periods during which Buyer is prevented 
from taking delivery of gas hereunder by any of the causes mentioned 
in Article XII, Seller shall have the right to sell and deliver gas to 
others in such quantities as may be necessary to prevent the flaring 
of gas or the termination of any of Seller's leases by reason of non- 


production. 


ARTICLE IV - QUANTITY OF GAS 


Ls Seller and Buyer mutually agree that Seller's presently 
proven reserves are equal to a volume of not less than 
Mcf per aug for a twenty-five (25) year period. The Daily Contract 
Quantity which is subject to increase or decrease from time to time 


pursuant to the provisions of this Contract is initially 


-~Mcf per day. Subject to the terms and conditions of this Contract, 


Seller agrees to sell and deliver gas produced from Seller's lands to 
Buyer at the point of delivery referred to in Article VIII, when and 

as requested by Buyer, and Buyer agrees to purchase gas from Seller 
as follows: 

(i) In the event that the date of first delivery hereunder 
is prior to 30 June 1961, for the period from the date of first delivery 
to 30 June 1961, Seller will endeavor to deliver each day to Buyer 
the volume of gas requested by Buyer up to one hundred and twenty 


percent (120%) of the Daily Contract Quantity and Buyer will, during 
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Said period, endeavor to take an average daily volume equal to ninety 
percent (90%) of the Daily Contract Quantity. 
(ii) For the period beginning on 1 July 1961 or, if it 

be later, the date of first delivery hereunder, but in no event later 
than the expiration of thirty (30) months after all authorizations 
referred to in Article II have been obtained, and ending the next 
succeeding June 30, and each contract year thereafter for the remain- 
der of the term hereof, Seller shall deliver each day to Buyer the 
volumes of gas requested by Buyer up to one hundred and twenty per- 
cent (120%) of the Daily Contract Quantity; and Buyer shall take during 
each contract year, if available hereunder, or pay for, if available 
and not taken hereunder, a minimum average daily volume equal to 
ninety percent (90%) of the Daily Contract Quantity; provided, however, 
that Buyer shall take, if available hereunder, not less than a minimum 
average daily volume equal to eighty percent (80%) of the Daily Contract 
Quantity during each month and a minimum volume equal to seventy - 
five percent (75%) of the Daily Contract Quantity on each and every day. 

2% If Buyer fails to take an average daily quantity equal to 
ninety percent (90%) of the Daily Contract Quantity for any period 
specified in Subsection (ii) of Section 1 of this Article, Buyer shall 
have the right during the next two succeeding contract years after it 
has taken an average daily quantity equal to ninety percent (90%) of the 


Daily Contract Quantity during each such year, to take without further 
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| payment a quantity of gas up to the quantity paid for but not taken, 


but not to exceed on any one day, unless Seller consents thereto, a 
total volume greater than one hundred and twenty percent (120%) of 
the Daily Contract Quantity. 

Ba If Seller fails for any twenty (20) days during any month 
to deliver to Buyer the daily quantity of gas requested by Buyer up to 
one hundred and twenty percent (120%) of the Daily Contract Quantity 
(Buyer being ready, able and willing to take and pay for such quantity 
of gas) Buyer may notify Seller in writing of such failure or failures. 
Seller shall have such time as may be necessary, but in no event 
more than six (6) months from the date of receipt by Seller of Buyer's 
notice, in which to restore its ability to deliver such quantity, during 
which period the Daily Contract Quantity shall be reduced temporarily 
to a volume equal to eighty-three and one-third percent (83-1/3%) of 
the average daily volume of gas Seller delivered to Buyer during the 
twenty (20) days on which Buyer's notice was based. In the event 
Seller is unable or elects not to restore its ability to deliver one 
hundred and twenty percent (120%) of the Daily Contract Quantity in 
effect prior to such notice, as Eanes by Seller's failure to deliver 
such quantity on each day of a thirty (30) consecutive day test con- 
ducted by Seller and Buyer for the thirty (30) day period commencing 


on the day following the end of said six (6) months period, or at such 
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5 


earlier time as Seller may request, Buyer shall have the right to 
reduce the Daily Contract Quantity to a volume equal to eighty-three 
and one-third percent (83-1/3%)of the average daily volume of gas 
Seller delivered to Buyer during the last fifteen (15) days of said 
delivery test. 

4. If in any contract year there are in effect two or more 
volumes representing the Daily Contract Quantity, then Buyer's mini- 
mum obligation for such contract year to pay for gas, whether or not 
taken, shall be based upon the sum of the products of ninety percent 
(90%) of each such volume and the number of days each such volume 
was in effect. 

ARTICLE V - QUALITY OF GAS 

is The gas delivered hereunder shall be merchantable gas, 
at all times complying with the following quality requirements: 

(i) Heating Value: The gas delivered hereunder shall 
have a gross heating value of not less than nine hundred and seventy- 
five (975) BTUs per cubic foot, but, with the consent of Buyer, gas at 
a lower gross heating value may be delivered. 

(ii) Freedom from Objectionable Matter: The gas 
delivered by Seller hereunder: 

(a) Shall be commercially free from Rint dust, gums, crude 
oil, impurities and other objectionable substances which may be 
injurious to pipe lines or which may interfere with its transmission 


through pipelines or its commercial utilization. 
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(b) Shall not have a hydrocarbon dew-point in excess of fifteen degrees 
(15°) Fahrenheit at pressures up to eight hundred (800) pounds per square inch 
gauge. 

(c) Shall not contain more than one (1) grain of hydrogen sulphide per 
one hundred (100) cubic feet. 

(d) - Shall not contain more than ten (10) grains of total sulphur per one 


hundred (100) cubic feet. 


(e) Shall not contain more than two percent (2%) by volume of carbon 
dioxide. 
(f) Shall not contain more than four (4) pounds of water vapor per one 


million (1,000,000) cubic feet. 

(g) Shall not exceed one hundred and ten degrees (110°) Fahrenheit in 
temperature at the point of delivery. 

(h) Shall be as free of oxygen as Seller can keep it through the exercise 
of all reasonable precautions, and shall not in any event contain more than 
four-tenths of one percent (0.4%) by volume of oxygen. 

pag Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made by 
Seller, at Seller's expense, by approved standard methods in general use in 
the gas industry, and the water vapor content of such gas shall be determined 
by Seller, at Seller's expense, by the use of a dew-point apparatus approved 
by Buyer and Seller. Tests shall be made by Seller frequently enough to 


assure that the gas is conforming continuously to the quality requirements. 
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9 . Buyer shall have the right to require Seller to remedy any deficiency of the 
gas in quality and, in the event such deficiency is not remedied, the right, in 
addition to all other remedies available to it by law, to require Seller to dis- 
continue deliveries hereunder until such deficiency is remedied. If Seller 
is unable to remedy the deficiency, Buyer shall have the right to reduce the 
Daily Contract Quantity, as provided in Article IV, to eighty-three and one- 
third percent (83-1/3%) of the volume which the Seller can deliver in con- 
formity with the quality requirements hereof. 

ARTICLE VI - MEASUREMENT 

ie Unit of Measurement: The unit of volume for purposes of 
measurement hereunder, except for gross heating value, shall be one (1) 
cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit and at 
4 a pressure of fourteen and seventy-three one-hundredths (14.73) pounds per 
square inch abs»lute. For purposes of measurement the atmospheric 
pressure at the point of measurement hereunder shall be assumed to be 
constant at pounds per square inch absolute. 

2. Sales Unit: The sales unit of the gas delivered hereunder shall 
be one thousand (1000) cubic feet. 

3. Method of Measurement: All measuring equipment, devices and 
materials required in this Article shall be installed, maintained, and op- 
erated, or furnished, by Buyer at Buyer's expense. Seller may install and 
operate check measuring equipment provided it does not interfere with the 
use of Buyer's equipment. In determining the volumes of gas delivered by 


» Seller to Buyer at the point of delivery the following practices shall prevail: 
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(i) Metering: The gas shall be metered by one or more orifice 
meters installed and maintained, and volumes shall be measured (except for 
correction for deviation from Boyle's Law), in accordance with the methods 
prescribed in "Orifice Metering of Natural Gas", Gas Measurement Committee 
Report No. 3, of the American Gas Association, including the Appendix 
thereto, as published April 1955 or any subsequent revision thereof accept- 
able to Buyer and Seller. Correction shall be made for deviation of the gas 
from Boyle's Law at the pressure and temperature at which the gas is metered. 
To determine the factors for such correction a quantitative analysis of the gas 
shall be made at reasonable intervals with such apparatus as shall be agreed 
upon by Buyer and Seller, and such factors shall be obtained from data con- 
tained in ''Supercompressibility Factors for Natural Gas'', Volumes 1 through 
6, inclusive, or in''Tables for the Determination of Supercompressibility 
Factors for Natural Gas Containing Nitrogen and/or Carbon Dioxide'', Volume 
7, as published by the American Gas Association in 1955, or any subsequent 
revision thereof acceptable to Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific gravity of 
the gas being metereu shall be made by Buyer in accordance with the American 
Petroleum Institute's Recommended Practice 50A dated April 1953, or any 
subsequent revision thereof acceptable to Buyer and Seller. The gas samples 
to be tested shall be representative of the gas being metered at the time such 
samples are taken and may be either spot samples or samples taken over a 


period of time. Samples shall be taken at reasonable intervals by Buyer, 
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provided that Buyer shall take additional samples when requested by Seller 
so todo. The specific gravity determined by any test shall apply to the gas 
metered from the date the spot sample was taken or from the commencement 
date of a sample taken over a period of time, as the case may be, until the 
next test. 

(iii) Temperature: The flowing temperature of the gas being 
metered shall be determined by means of a recording thermometer of a type 
acceptable to Buyer and Seller, installed and maintained by Buyer in accord- 
ance with the specifications set forth in said Gas Measurement Committee 
Report No. 3. The arithmetical average of readings each day shall be deemed 
the gas temperature and used in computing the volume of gas metered during 
such day. 

(iv) Correction and Adjustment: If at any time any of the measur- 
ing equipment is registering inaccurately by an amount exceeding two percent 
(2%) at a reading corresponding to the average hourly rate of flow since the 
last preceding test, the previous readings of such equipment shall be 
corrected to zero error for any period definitely known or agreed upon, or 
if not so known or agreed upon, for a period of sixteen (16) days or one-half 
(1/2) of the elapsed time since the last test, whichever is shorter. If the 
measuring equipment is out of service, the volume of gas delivered during 
such period shall be determined: 

(a) by using the data recorded by any check measuring equipment 


accurately registering; or 


ls 


= » 4 i 
s9[lee yd betesuper osdw eolqmsea lenottibbs Asi Usds soyud ted DoD iN 


cas 
i¢ ot vlqqs fisde tee? yuna yd bonimtoteb ylivety oitioeqe offT OR O2 ¢ 


"m “ri 
=A - % N 


} re ; 
Scenes mectrtos oft mo7t 10 aeAat sew siqmse toga ont oi8b on? moth be1stscn 


142 at 
il) as .scoid le boitsg 6 tove neds? sigqmss 6 to stab 
y > 


.J99) 1x9n 


ig 
gaiwok edT sxutersqeneT (iki) 


svi & to tsfsmoamised! aaibizeles 8 Born yo bhenraroIeb od Iisde Soxrsiom 
F {sient ,19llee bas szoyud of sidsigqssoe 
. si) bes mit Al1o0ol jes eno: (iis eqe sd? diiw son6 


yt} s19ve lsoitemllite odT  .— .0Vl tt0gee 
asy ; WLOV isuUOITIGD GO eeu bas S1uIsB1sSq ors? 889 oc} 


.yab dows 


er 
Hf ‘ 3 : ' , IATUOISAL BALTSICIQS. ei tno mgivups gai 
SjB1 Vituorl SQ_s19VE ij OF poOLDHOGgssTIoo goibse & 35 (ofS) 
pd Its $a! » dove to eumbsoes euorveTqd on) ,. 3893 yaibsoe1g tasi 
TOL ; o awon 2. tob b +ot 10149 O19 Of bstoetT109 
lard -ere o aevyeb (dl) yix ;oitoq & tol ,nogu bestgs 10 aworsl 02 jon t . 
aii 2 triode et tevedoinw ,teet desl ot sonia omit beagsis o1it to (S\1) - 
-_ 
3 b barsvilob es onutiov od? .eoivires to tuo ai Jnsragivps gaiivessct 


> 4 


‘heaimroteb od Ileda boiteq dove 


| often 
ositwasem aoedo yas YX bebtoost sisb od} gaieu yd, (6) 
: = 
10 jyaiteteiget yloss1u9: 
= 


- 


10/28 


(b) if such check measuring equipment is not registering accurately 
but the percentage of error is ascertainable by a calibration test, by using the 
data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above can be used, 
by estimating the quantity delivered, by reference to deliveries under similar 
conditions during a period when the equipment was registering accurately. 

No correction shall be made in the recorded volumes of gas delivered for 
inaccuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is commingled 
with gas of other producers in said Field at the point of delivery, the practices 
set forth in the preceding Subsections of this Section 3 shall be applicable to the 
said commingled gas and Seller shall cause the operator of the processing plant 
to advise Buyer as to how the commingled gas taken by Buyer at such point shall 
be allocated between Seller and such other producers. 

4, Heating Value: Tests to determine the gross heating value of gas 
delivered shall be made by Buyer utilizing a Cutler-Hammer recording calori- 
meter, or the equivalent, operated and maintained in accordance with General 
Order No. 58B, "Standards of Calorimetry for Gaseous Fuels", approved 
December 28, 1955 by the Public Utilities Commission of the State of 
California, or any subsequent revision thereof acceptable to Buyer and 
Seller. The gas samples to be tested shall be representative of the gas 
delivered at the time such samples are taken and may be either spot samples 


or samples taken over a period of time. Samples shall be taken at reasonable 
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intervals by Buyer, provided that Buyer shall take additional samples when 
requested by Seller soto do. The gross heating value determined by any test 
shall apply to the gas delivered from the date the spot sample was taken or 
from the commencement date of a sample taken over a period of time, as the 
case may be, until the next test. ihe gross heating value per cubic foot of 
gas delivered shall be determined for any month by taking the arithmetical 
average of the daily heating values as determined in accordance with this 


Section 4. 


ARTICLE VII - MEASURING AND TESTING EQUIPMENT 


is Testing Meter Equipment: The accuracy of Buyer's measuring 


equipment shall be verified by test, using means and methods acceptable to 
Seller, at least once each month and at other times upon request of Buyer or 
Seller,, Notice of the time and nature of each test shall be piven by Buyer fo 
Seller sufficiently in advance to permit convenient arrangement for Seller's 
representative to be present. Tests and adjustments shall be made in the 
presence of and observed by a representative of Seller, if present, and if 
any of the measuring equipment is found to be registering inaccurately in any 
percentage, it shall be adjusted at once to read as accurately as possible. 

If, after notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. All 


tests of such measuring equipment shall be made at Buyer's expense, except 


that Seller shall bear the expense of tests made at its request if the inaccuracy 


is found to be two percent (2%) or less. 
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rap Inspection of Equipment: Buyer and Seller shall have the right to 


inspect equipment installed or furnished by the other, and the charts and other 
measurement or test data of the other, at all times during business hours; 

but the reading, calibration and adjustment of such equipment and changing of 
charts shall be done only by the party installing and furnishing same. Unless 
the parties otherwise agree, each party shall preserve all original test data, 
charts and other similar records in such party's pos session for a period of at 


least six (6) years. 


ARTICLE VIII - DELIVERY PRESSURE AND POINT OF DELIVERY 
later i reece ses renee el a ce ee SE 


Ls The delivery pressure of the gas delivered hereunder shall be 
any pressure required by Buyer not in excess of nine hundred (900) pounds 
per square inch gauge. In the event that compression facilities are required 
to bring such gas to the pressure required by Buyer under this Section, then 
Seller shall have the option of installing such facilities, and in the event that 
Seller does not desire to install such facilities, then Buyer shall have the right 
to do so. In the event that both Buyer and Seller elect not to install compres- 
sion facilities, then the Daily Contract Quantity shall be reduced to a volume 
equal to eighty-three and one-third percent (83-1/3%) of the daily quantity of 
gas Seller is then capable of delivering to Buyer at such delivery pressure. 

If Buyer requests gas at a pressure higher than herein provided and Seller is 
willing and able to maintain such higher pressure, then Seller shall be com- 
pensated for such higher pressure at a rate agreed upon between Buyer and 


Seller. 
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Ap The point of delivery of all gas delivered hereunder shall be 
where such gas leaves Seller's facilities and enters Buyer's facilities at 
a central point in the field or at the outlet uf the plant where Seller's gas 
is processed, to be designated by Seller in writing. 

Pic Title to all gas delivered hereunder shall pass from Seller 
to Buyer at the point of delivery. Until passage of title Seller shall be 
deemed to be in control and possession of and be responsible for such 
gas, and thereafter Buyer shall be deemed to be in control and possession 


of and be responsible for such gas. 


ARTICLE IX - TERM OF CONTRACT 


Subject to the other provisions hereof, this Contract shall be 
effective from the date hereof and shall continue for a period of twenty- 
five (25) contract years or until the expiration of Buyer's authorization to 
remove gas purchased hereunder from the Province of Alberta, whichever 


first occurs. 


ARTICLE X - PRICE 


ive (i) The prices to be paid by Buyer for gas delivered here- 
under or required to be paid for if tendered and not taken, during the 
following respective periods, unless changed as hereinafter provided, 


shall be as follows: 
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Period Price 


From the date of initial delivery through 


Bares 30 Od es arly. a Reg PRs che.) Yak. to Ueenee eet 
From July 1, 1961 through rae SO IO2 foe en y: rmontht 508 eperuMict 
Fromajuly ),.1962 through June 30,1963... . «.. 15.25¢ per Met 
Fr Omlilulyed .j963 through Jane 30 451964)... oi « tem bd» 05%, per Mef 
Brom July 1, 1964 through June 30,1965 . . . ~. 16.25¢ per Mef 
From July .1,.1965 through, June. 30,,,.1966; (i695). 7116. 50¢.; per Mcf 
rom July 1, 196btnrough June.30;, 1967 .... = « 16.75¢ per Mes 
Hr Oni wily. 1 1967 thnough .June)30,,1968. «wv. due foe bts 00¢. per-Mcf 
Brom July 1 .1908'throupgh June 30, 1973 . 3 .°. 17:25¢ per Mcf 
Brom eliulyal.) 1973) through, June, 30 41978. 0 + euenne liBs 50¢, per Mecf 
From July 1, 1978 through June 30, 1983 jo ee OU TSo! per Meer 
From July 1, 1983 and thereafter during ihe 

Pe ETP res fee ae Ne oi oh ay vl ay et hs ye * 2 UOG™ per, Mor 


The foregoing prices are expressed in Canadian currency. 

(ii) Buyer and Seller shall endeavor to renegotiate the prices to 
be paid pursuant to this Contract for the pricing period commencing on July 
1, 1968 and at each five year interval thereafter during the term of this 
Contract. 

(iii) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the 
manner in which negotiations are proceeding, then such party shall have the 
right to refer the matter to arbit ration in accordance with Article XV; and 
the arbitrators shall have the responsibility of determining fair market prices 
and the effective date-thereof, 

Regardless of anything herein elsewhere contained, any prices 
fixed by renegotiation or by arbitration shall in no event be effective earlier 


than the first day of such pricing period or be lower than the prices set forth 
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in Subsection (i) of this Section 1. 

ote The prices stated in Subsection (i) of Section 1 of this Article X 
shall be applicable to gas delivered hereunder for any month with a gross 
heating value per cubic foot of gas of no more than one thousand and twenty- 
five (1025) BTUs and no less than one thousand (1000) BTUs. If the gross 
heating value per cubic foot of gas delivered hereunder for any month is less 
than one thousand (1000) BTUs or more than one thousand and twenty-five 
(1025) BTUs, the price of such gas shall be the product of the price stated 
in Subsection (i) of Section 1 of this Article X and the applicable multiplier 


selected from the following table: 


BTU Content Multiplier 
For gas with a BTU content of less than 975 to 950 inclusive sooo 
8 For gas with a BTU content of less than 1000 to 975 inclusive 975 
For gas with a BTU content of more than 1025 to 1050 inclusive Li Ui, 
For gas with a BTU content of more than 1050 to 1075 inclusive 1b. 050 
For gas with a BTU content of more than 1075to 1100 inclusive boo 
For gas with a BTU content of more than 1100 to 1125 inclusive 1.100 
For gas with a BTU content of more than 1125 IS tee 
oe If at any time during the term of this Contract any new or in- 


creased occupation, production, severance or sales tax or taxes of similar 
nature or equivalent in effect (not including income, capital stock, franchise 
or property taxes), other than or in excess of a tax prevailing as of the date 
hereof, shall be imposed by any lawful authority on the gas delivered to Buyer 
pursuant to this Contract or on or in respect to the production thereof, or 

on the sale thereof, so that Seller shall be required to pay such increase 
either directly or indirectly, Buyer shall, subject to the conditions herein- 


» after set forth, pay to Seller one-half (1/2) of such new taxes or one-half (1/2) 
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of any such increase in taxes. In case any such reimbursement of taxes is 
to be made, Seller shall notify Buyer immediately and shall within ninety (90) 
days prepare and submit to Buyer a statement setting forth the amount of 
such new or additional taxes that it has paid, and within thirty (30) days after 
submission of such statement Buyer shall reimburse Seller to the extent of 
one-half (1/2) of such new or additional taxes as herein defined which Seller 
shall have so paid, 

4. Notwithstanding any provision of this Contract to the contrary, if 
in order to comply with or by reason of any present or future law, ruic, 
regulation or order of any governmental authority having jurisdiction, the 
basis or method of measurement of gas delivered hereunder is changed, then 
the price per Mcf for gas purchased hereunder shall be adjusted so that Seller 
will receive the same total payment as would have been received had no such 
change in the basis or method of measurement been made. 

aa On or before August 15th of each year of the term hereof, com- 
mencing with the year 1968, Buyer will give written notice to Seller stating 
therein the weighted average of Buyer's cost per Mcf of gas purchased (in- 
cluding gas paid for but not taken) for the contract year ending on the immed- 
iately preceding June 30th, from gas producers other than Seller delivering 
gas 6 Buyer or Buyer's nominee, from fields other than oil fields located in 
whole or in part within the Province of Alberta. In the event such weighted 
average of Buyer's cost per Mcf is greater than the price per Mcf payable to 


Seller under the provisions of this Contract other than the provisions of this 
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Section 5 for gas deliverable to Buyer hereunder for any month during the 
twelve (12) months period commencing on the next following November lst, 
Buyer will increase the price per Mcf payable to Seller for gas delivered 
hereunder during such month by an amount equal to the difference between 
such weighted average of Buyer's cost per Mcf and such price per Mcf pay- 
able to Seller under the provisions of this Contract other than the provisions 
of this Section 5. The term "Cost per Mef" as used herein shall mean the 
purchase price per Mef, plus the amount per Mcf, if any, paid by Buyer to 
a producer for the kind of taxes included in Section 3 of this Article paid or 
payable by the producer, and such purchase price per Mcf shall be deter- 
mined with respect to such other purchases on the same basis of quality 
(including BTU content), measurement, and terms and conditions of 
delivery as provided for gas delivered hereunder. 

6. Currency Adjustment: 

(i) During any month in which the arithmetical average of the 
daily exchange rate of Canadian currency and United States currency as 
published at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern 
Daylight Time, as the case may be, by the Bank of Canada at the City of 
Ottawa, is not more than One Hundred and Five (105) United States Cents 
or not less than Ninety-five (95) United States Cents for One (1) Canadian 
Dollar, then the total quantity of gas delivered by the Seller to the Buyer 
jn such month shall] be considered ants and purchased at the prices provided 


for herein in Canadian currency. 
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(ii) During any month in which the average exchange rate deter- 
mined as provided in Subsection (i) above is in excess of One Hundred and 
Five (105) United States Cents and is not more than One Hundred and Ten (110) 
United States Cents for One (1) Canadian Dollar, or is less than Ninety-five 
(95) United)States.Gentsibut not less than Ninety (90) United States Cents for 
One (1) Canadian Dollar, then the total quantity of gas delivered by the Seller 
to the Buyer in such month, subject to the provisions of Subsection (v) of this 
Section 6, shall be considered Sold and purchased at the price in Canadian 
currency calculated as follows: 

LET; PS em price payable in Canadian currency during the month; 


Cs the volume of gas sold out of The Project during such 
month to purchasers for use in Canada; 


US s the volume of gas sold out of The Project during such 
month to purchasers for use in the United States; 


Per 5 price in the Contract; 


3) 
i 


= the average exchange rate during such month deter- 
mined in accordance with the provisions of Subsection 
(i) above; 


THEN: In case such average exchange rate exceeds One Hundred and 
Five (105) United States Gents for’ One (1) Canadian Dollar: 
ee AG) nian (Dollar 


( US xt 105" } 


——— sells So 


( Gans ) : (CaaS E 


In case such average exchange rate is less than Ninety-five 
(95) United States Cents for One (1) Canadian Dollar: 
vA GIAN Dollar: 


Pe = fag ai Geul’ ) xuP a) en US a Peo} 
(Ge eal ) (C US ah) 
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(iii) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for less than three (3) consecutive 
months, the price payable by Buyer to Seller for gas delivered hereunder 
during such months shall be adjusted in accordance with the applicable formula 
set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Ninety (90) United States cok respectively, as 
the case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for at least three (3) consecutive 

9 months, then the currency adjustment formula to be used for such months 

and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however, that pending completion of 
such renegotiation the price payable by Buyer to Seller shall be calculated 
in accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6. The currency adjustment formula agreed upon in such renegoti- 
ation shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Canadian Dollar, and the 
payments between Buyer and Seller shall be adjusted accordingly. If the 
parties are unable to agree upon a currency adjustment formula within six 


i (6) months then either party shall have the right to have the currency adjust- 


ras) 


nO abes 
bosiaU (0¢@) yteniM med? ae: 
SEhoo {fi ¢ sotds ned t as 


avityo 


zed betavilob say 


Be pOr0S 4 h~ 


sivarrot sldsoilqqs od3 diiw 
nO .a to sulsy ont @ nies <0? 
BS viJooqes inoD aocisté beiidU 


SwmMSAOXS Ope 


’ * , Tak -* a Pa — . — 
betta (UR) yientVi aandi aeoi 8! 


svituosaros (f£) setdt jesel 


r od Ligne 
le moitelqmios gatboaeg 140) 
ed Ilsde zsliiec. 03 


betsivolso 


sidd to (it) mottosedue ni dixot jee . 


-ijoyoae: dove ai soqu booigs slunrrot tagonten(bs yous 1t2u9 oAT 


syasdoxs dove dotdw goitub & 


aeol esw to etas0 
 tsliiod asibsasl 


h edt bas 


editl .yigaibsooos b: 


! x 


x9 sist epasdoxe sgaitevs dove 2s inevs edt ai (tit) 
| ai to etm9D aotet betiaU (011) moT bas. ee 
ag{ rot tslied asibsasO (1) eaO to} etitsO este 
t xeffe@ of reyud yd eldsyeq eoitq odt adtnom 
brooos at betesibs od iisde adinom dove gakzub 


soitoe@ vids to (ii) aoitoeedue at dt1ot tee 


reve dove isdt.inove od? ol 
tO etas. 


te tot tslloG 


eliavetg ais t 99s 
, T8VeWwo 
} yud vd alds SY 6G soitg eat noiisisogeast dove 


siuerto’ sidssilqge od? dtiw sonsb10098 At 


eboiteq yvistnom sri of svitasotie4 od ilede sts vf 
eeisia betinU (O1f) asT bas bethavH enO bebo 
({) snO sot etasD eo3si@ bedinll (02) 
stau~bs ed (isde telise bas nee cosws 
“a aidtiw slurmtot insenewtbs yonettw2 s sogu 9919s ot oldonu 02 a 


tee yooustiw>2 odd sved of acer edt ovad [leds vised pane sone dtaorn 


7 
| 
va 
+ 
- 
a #i 


(02) yteniM xo (O1{) asT bas be tbim/tl 

jai yam 98s ong 
(wi) 

estet® betinU (O11) asT bas bexzbsaeh 


nsibsasD (L) snO 10? staeD sotsia 
jnamuvesibs yone two od? aedt ,adiaomn 


Pi 
asdoxs dose as tefiseted? gaol 2s bas 


‘4 : 7 
4 .bebivorg ;xelle® bas rsy08 neswied 


- 


a) aoites 2 


7 


a ri 


J stnomysq 
ae 


a 
it =f £ Pome 


_ 


i @ r 7 


11/5 


0 ment formula applicable during such period determined by arbitration in 
accordance with Article XV. 

(v) In no event shall the value of "Pc" as calculated under the 
provisions of Subsections (ii), (iii), and (iv) (for the period pending re- 
negotiation as provided therein) of this Section 6 exceed or be less than the 
value of ''P", as the case may be, by more than One (1) Cent per Mcf. 
ARTICLE XI - BILLINGS AND PAYMENTS 

Ae Buyer shall render to Seller on or before the fifteenth day of 
each month a statement as to the amount of gas delivered by Seller during 
the month preceding. Seller shall render an invoice therefor as soon as 
practicable after receipt of said statement. Unless objected to by either 
8 party within thirty (30) days after either the receipt by Seller of said state- 
ment, or, if during said thirty (30) day period Seller has requested the 
related meter charts, after the receipt of such charts, said statement 
shall be accepted by both parties as correct. Buyer agrees to make pay- 
ment (in Ganadian currency) to Seller on or before the twenty-fifth day of 
such month or the tenth day after receipt of Seller's invoice, whichever 
shall occur later. Should Buyer fail to pay any amount due to Seller by 
he due date, interest thereon shall accrue at the rate of six percent (6%) 
per annum from such date until paid; and if such failure to pay continues for 
sixty (60) days, Seller thereafter may suspend deliveries of gas hereunder 
and if such failure continues for thirty (30) additional days, Seller thereafter 


, may, in addition to any other rights Seller may have, terminate this Contract; 


26 
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provided, however, in order for Seller to have the right to suspend deliveries 
or terminate this Contract, Seller must first have notified Buyer in writing 
fifteen (15) days prior to exercising either or both of such rights of its intent 
to do so and give Buyer the right to pay the amount so due to Seller within 
such fifteen (15) day period. Either Buyer or Seller may submit to arbitration 
in accordance with Article XV any dispute as to the amount due Seller for gas 
delivered hereunder; and pending the arbitrators' award Seller's remedies 
hereinabove provided shall be suspended as to the amount in controversy. 

ae If, by reason of the provisions of Article IV hereof that Buyer 
shall pay Seller for an average daily volume equal to ninety percent (90%) of 
the Daily Contract Quantity during each contract year, whether taken or not, 
a payment for gas not taken shall be due Seller from Buyer, such payment 
shall be made to Seller within sixty (60) days after the end of the contract year 
for which such payment shall be due. Said payment shall be based on the price 
in effect on the last day of said year. The provisions of Section 1 of this Article 
as to non-payment shall be applicable to this Section 2. 

on All calculations with respect to the price per Mcf of gas shall be 
carried to five significant figures and the price per Mcf as so calculated 


rounded to the nearest one-hundredth (1/100th) of a cent. 


ARTICLE XII - FORCE MAJEURE 


it If either party to this Contract shall fail to perform any obligation 
hereby imposed upon it and such failure shall be caused, or materially con- 


tributed to, by any acts of God, strikes, lockouts, or other industrial 
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disturbances, acts of the Queen's enemies, sabotage, wars, blockades, 
insurrections, riots, epidemics, landslides, lightning, earthquakes, floods, 


storms, fires, washouts, arrests and restraints of rulers and peoples, civil 


disturbances, explosions, breakage of or accident to machinery or lines of 


pipe, hydrate obstructions of lines of pipe, temporary failure of gas supply, 
freezing of wells or delivery facilities, well blowouts, craterings, inability 
to obtain pipe, materials or equipment including those necessary for The 
Project, the order of any court or governmental authority which has been 
resisted in good faith by all reasonable legal means, any act or omission 
(including failure to take gas) of a purchaser of gas from Buyer, of a trans- 
porter of gas to Buyer, or of a transporter of gas purchased by Buyer, which 
is occasioned by any event or occurrence of the character described in this 
Article XII as constituting force majeure, or any other cause, whether of the 
kind herein enumerated or otherwise, not within the control of the party in- 
voking this Article and which by the exercise of due diligence such party could 
not have prevented, or shall be occasioned by the necessity for making repairs 
to or reconditioning wells, machinery, equipment, or pipelines, not resulting 
from the fault or negligence of such party, such failure shall not be deemed 
to be a breach of the obligation of such party hereunder, but such party shall 
use reasonable diligence to put itself again in a position to carry out its 
obligations hereunder. The foregoing provision shall be construed so as to 
reduce Buyer's obligation to take or pay for gas by an amount proportionate 


to the quantity of gas Buyer shall be unable to take in any contract year as a 
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‘consequence of any of the aforementioned causes. Nothing contained herein 


shall be construed to require either party to settle a strike or lockout by acced- 


ing against its judgment to the demands of opposing parties. 


yer 


oe No such cause affecting the performance of this Contract by eithe 
party shall continue to relieve such party from its obligation after the expira 


of a reasonable period of time within which by the use of due diligence such 


party could have remedied the situation preventing its performance, nor shal! 


any such cause relieve either party from its obligation to make payment of 
amounts then due hereunder, nor shall any such cause relieve either party 
from its obligation unless such party shall give notice thereof in writing to 
the other party with reasonable promptness; and like notice shall be given 


upon termination of such cause. 


ARTICLE XYIT'- WARRANTY OF TITLE AND RESPONSIBILITY OF SELLER 


ea ane a ne 


Seller represents and warrants that it has full right and authority 


to enter into this Contract, and that the gas to be delivered hereunder will b 


free from all liens and adverse claims, including liens to secure payment of 


any taxes. Seller shall at all times have the obligation to make settlements 
for all royalties and overriding royalties due and payments to the mineral an 
royalty owners under Seller's leases and other documents, as may appear of 


5 


qe 


t LOT. 


record or otherwise be binding upon Seller, and in accordance with the terms 


of the respective leases and other documents, and to make settlements with 


all other persons having any interest in the gas sold hereunder. seller agr 


O 


to indemnify Buyer and save it harmless from all suits, actions, debts, a 


c 


damages, costs, losses, liabilities and expenses arising from or out of claims 
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- any or all persons to said gas or to royalties, taxes, or other charges there- 
on which attach before the titlepasses to Buyer or which may be levied and assess- 
-4 upon the sale thereof to Buyer. In the event of any adverse claim of any 
character whatsoever being asserted in respect to any of said gas, Buyer may 
retain, as security for the performance of Seller's obligations with respect to 
such claim under this Section, the purchase price thereof up to the amount of 
such claim, without incurring liability for interest, until such claim has been 
cinally determined or until Seller shall have furnished bond to Buyer condition- 
ed for the protection of Buyer with respect to such claim. 


ARTICLE XIV = RESERVES OF SELLER 


Mee teeny eee ten eee ree: 


Seller dedicates exclusively to the performance of this Contract 


fond 
° 


eS Commencing in the year 1963, prior to July 1 of said year and of 
each odd numbered year thereafter during the term hereof, Seller and Buyer 
will conduct a joint study of Seller's reserves dedicated hereto and the deliver- 
ability therefrom to determine whether or not Seller is capable of performance 
of this Contract, and, if capable, whether Seller has dedicated to its perfor- 
mance reserves in excess of those required for performance of this Contract. 
In the event Seller and Buyer are unable to agree upon the amount of reserves 
dedicated hereto or the deliverability therefrom, or both, a qualified independ- 
ent consulting engineer or firm (herein referred to as ''Consultant'') shall be 
selected by the parties in the following manner to determine the matter in 
guestion, Seller and Buyer shall immediately exchange lists each containing 


in the order of preference the names of not less than five acceptable Consultants. 
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-i¢ Bame appearing highest in the order of preference on both such lists shall 
»e employed by the parties as the Consultant. In the event that there is no 
name in common to both such lists, or that there are two names accorded 
equally high preference (considering their respective positions on both lists), 
chen the Consultant shall be selected by lot from among said two names accord- 
ed equally high preference, or, if there be no such names, from among the 
first names on @ach list. The Consultant so employed shall determine the 
matter in question as soon as feasible. The dete sia liatrak of the Consultant 
shail be final and binding on the parties, and the parties shall abide thereby. 
Tho fees and expenses of such Consultant shall be paid in equal proportions 
by the Buyer and Seller. 

a (i) In the event it is determined by the parties or the Consultant 
deliverability is sufficient but reserves are insufficient, then Seller may, 
within six (6) months from and after such determination, make available and 
cedicate to this Contract such additional uncommitted quantities of gas as it 
may have or in the exercise of its sole discretion may acquire, as may be 
necessary to make up the deficiency in reserves and which are economically 


producible and available at a point of delivery satisfactory to Buyer. Inthe 


event Seller shall fail to make available the additional reserves necessary to 


tract Quantity in direct proportion to the deficiency in the reserves required 
for the performance of this Contract for the remainder of the term hereof, 
(ii) In the event it is determined by the parties or the Consultant 


that Seller has dedicated reserves in excess of those required for Seller to 
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-verform this Contract for the remainder of the term hereof, then at the clection 


of Seller said excess reserves shall be considered surplus to this Contract and 
Buyer shall have no further right to, or control of, such excess reserves or any 


portion thereof and Seller may sell, use or otherwise dispose of any gas there- 


&* 


from in any manner that Seller in its judgment may deem advisable. 


4, Seller shall, from time to time at Buyer's request, furnish to 


Buyer such geological, engineering and production data available to Seller as 
may be needed for a study of the gas reserves and deliverability thereof, 


b- Wertraining 
Au ion per Gc hiri tes 


cluding electr’cal logs, core analyses and any and all informa 


to such wells; provided, however, that Seller shall not be required to furnish 
any data the release of which would be prejudicial, in Seller's opinion, to its 


ARTICLE XV - ARBITRATION 


a Ce ae On ee ieee Eee ee 
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Every controversy or claim accruing out of or relating to this 
Contract, or the alleged breach thereof, will be settled by arbitration accord- 
ing to law pursuant to the rules then obtaining of the American Arbitration 
Association, and judgment upon the award so rendered may be entered in any 
court having jurisdiction thereof. 


ARTICLE XVI - MISCELLANEOUS PROVISIONS 


SR RS AME SR I 


La No waiver by Buyer or Seller of any default by the other under 
this Contract shall operate as a waiver of a future default, whether of a like 
or different character. 


fae This Contract shall bind and inure to the respective successors 
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and assigns of the parties hereto; but no assignment shall release either party 
from such party's obligations hereunder without the written consent of the 
other party to such release, which consent shall not be unreasonably withheld. 
Nothing herein contained shall prevent either party from pledging or mortgaging 
its rights hereunder as security for its indebtedness. 
3% Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided 
for herein shall be directed to the party to whom given, made or delivered 
at such party's address as follows: 
BUYER: Alberta and Southern Gas Co. Ltd., 
140 - 6th Avenue S. W. 
Calgary, Alberta 
SELLER: Mobil Oil of Canada, Ltd. 

Mobil Oil Building 

Calgary, Alberta, Canada 
Any notice hereunder shall be deemed to have been given 48 hours after such 
notice has been deposited in a post office with requisite postage thereon. 
Either party may change its address by giving written notice to the other party; 
provided, however, in no event shall Buyer be obligated to pay for gas purchas-. 
ed hereunder at a point outside of Canada or in currency ie than Canadian 
currency. 

4, This Contract and the rights and obligations of the parties here- 

under are subject to all present and future laws, rules, regulations and orders 


of any legislative body or duly constituted authority now or hereafter having 


jurisdiction. 
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Bs This Contract shall be construed in accordance with the laws of the 
Province of Alberta. 

6. The headings used throughout this Contract are inserted for refer- 
ence purposes only and are not to be considered or taken into account in con- 
struing the terms and provisions of any Article nor to be deemed in any way 
to qualify, modify or explain the effects of any such term or provision. 

Le: All prior oral and written agreements between the parties relat- 
ing to the subject matter hereof are superseded hereby and merged herein. 

IN WITNESS WHEREOF this Contract has been properly executed 


by the parties hereto as of the day and year first above written. 


MOBIL OIL OF CANADA, LTD, 


By 


"SELLER" By 


ALBERTA AND SOUTHERN GAS CO, LTD, 


By 


"BUYER" By 
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ALHAMBRA AREA GAS PURCHASE OPTION AGREEMENT 


Between 


MOBIL OIL OF CANADA, LTD. 


- and - 


ALBERTA AND SOUTHERN GAS CO. LTD. 
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THIS AGREEMENT made this 29th day of November , 1957 


BETWEEN: 


MOBIL OIL OF CANADA, LTD., a corporation incorporated 
under the laws of the State of Delaware in the United States 

of America and authorized to carry on business in the Province 
of Alberta in the Dominion of Canada 

(hereinafter called 'Producer"') 


OF THE FIRST PART 
- and - 
ALBERTA AND SOUTHERN GAS CO, LTD. a body corporate, 
having an office and carrying on business in the City of 
Calgary, in the Province of Alberta, 
(hereinafter called ''Gas Company'') 
OF THE SECOND PART 
“7HEREAS: 
A. Producer now owns or controls petroleum and/or natural gas rights 
or interests and may hereafter acquire similar rights or interests in that area 
of land (hereinafter called "the said area") outlined by a heavy black line on 
the map attached hereto and marked Schedule ''A"' and by this reference made 
a part hereof, and Producer expects to develop and have gas available for 
sale therefrom; and 
Bi Gas Company is engaged in the purchase of gas for a pipeline pro- 
ject having for its principal purpose the transportation of pipeline gas to 
markets in the State of California; and 
C. Gas Company has entered into several gas purchase contracts in 


connection with said pipeline project and would like to enter into additional 


contracts for the purchase of gas for said project; and 
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D. F As a part of said pipeline project, Gas Company or its nominee will 
construct, operate and maintain the pipeline facilities commencing in the so- 
called "Windfall Area" of Alberta and extending to Crow's Nest Pass in British 
Columbia for handling the gas purchased from Producer hereunder; and 

E. For the reasons aforesaid, Gas Company desires to have the right 
to purchase pipeline gas available for sale by Producer within the said area, 
and Producer is willing to give Gas Company the right to purchase the same 


subject to the terms of this agreement. 


‘ 


NOW , THEREFORE, in consideration of the premises, the parties agree as 
follows: 

Le Producer hereby gives and grants to Gas Company the exclusive 

right and option, irrevocable within the time herein specified for acceptance, 

to purchase from Producer, subject to the terms and conditions of the form of 
Gas Purchase Contract attached hereto and marked Schedule 'B", all of the 

gas which Producer may, from time to time (i) discover or acquire within the 
said area which Producer does not desire to use at any time in any repressuring, 
recycling, or secondary recovery program; or (ii) have available for sale as 
pipeline gas from oil and condensate fields in the said area upon the curtailment 
or cessation of any repressuring or recycling program in such fields. 

2. Upon any such gas becoming available as aforesaid in the said area, 
Producer shall forthwith give Gas Company notice thereof (hereinafter called 
"Producer's notice''), Producer shall attach to Producer's notice a plat 
showing the location of the discovery well or wells and the lands owned or con- 


trolled by Producer in the vicinity thereof which in Producer's opinion contain 
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gas in commercial quantities (hereinafter called 'the said lands"), Producer's 
notice shall contain Producer's best estimate of the proven and probable 
reserves underlying the said lands, but Producer shall not guarantee the 
correctness of such estimate and shall not incur any obligation or liability, 
direct or consequential, in the event the said lands do not contain said 
estimated reserves. 

ce Within one (1) year from the date of the receipt of Producer's 
notice, Gas Company shall give Producer notice whether or not it elects to 
purchase the gas designated therein. If Gas Company elects not to purchase 
such gas, this agreement, at the option of Producer, shall terminate. 

4, If Gas Company elects to purchase such gas, it shall specify in its 
said notice the minimum reserves which it reasonably believes are necessary 
to justify a pipeline extension to the said lands, and the date when it will 
commence taking the gas, which date shall not be later than three (3) years 
after the effective date of the Gas Purchase Contract entered into in accord- 
ance with Paragraph 6. 

oe Upon receipt of notice from Gas Seinen of its election to pur- 
chase such pipeline gas, Producer shall commence such development oper- 
ations on the said lands as are necessary in its sole opinion to develop the 
said lands, provided that nothing herein shall be construed to require Pro- 
ducer to drill a well or wells on saidlands. In the event Producer is unable 
to prove up the minimum reserves referred to in Paragraph 4, Producer 
shall notify Gas Company and specify the amount of reserves it has or will 


be able to prove up. Gas Company shall thereupon notify Producer whether 
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past 


it desires to withdraw its election to purchase such gas or to purchase such 


gas on the basis of the reduced reserve figure; provided, however, that if 
Producer is able to develop proven reserves of at least 200 billion cubic feet, 
Gas Company cannot withdraw its election to purchase such gas. If Gas Com- 
pany withdraws its election to purchase such gas, this agreement, at the 
option of Producer, shall terminate. 

6. After the reserves have been developed as above provided, the 
parties shall enter into a Gas Purchase Contract in the form, mutatis mutandis, 
of Schedule "B", except that if prior to the date of execution of said contract 
Gas Company has entered into any contract with any other producer for the 
purchase of gas, other than oil field gas, meeting the quality requirements of 
Article V of Schedule "B", in the Province of Alberta under terms (including 
delivery conditions and price) which are considered by Producer to be more 
favorable to that producer than those fixed in Schedule ''B", Schedule 'B" 
shall be revised so as to substitute as appropriate the form and substance of 
such other contract. It is understood that in making such substitution all 
properly applicable terms of such other contract will be incorporated rather 
than only those which Producer may consider would be more favorable to it. 
If the parties are unable to agree upon the appropriate dates, quantities and 
field description to insert in the blanks in the said Schedule "B", the matter 
or matters in issue shall be referred to and determined by arbitration con- 
ducted in accordance with the provisions of Article XV of said Schedule "B"', 
7. Nothing herein contained shall be construed as requiring Producer 


to drill a well or wells within the said area, but the sale of gas from the said 
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area by Producer shall be subject to the terms of this agreement. 


8. Any notice to be given under the terms of this agreement shall be 


in writing directed to the party to whom given at such party's address as 


follows: 
Mobil Oil of Canada, Ltd. 
Mobil Oil Building, 
Calgary, Alberta, Canada 
Producer 


Alberta and Southern Gas Co. Ltd. 

140 - 6th Avenue S.W. 

Calgary, Alberta 

Gas Company 

Either party may change its address by giving written notice to the other 
party. 
9. This agreement shall be effective as of the date hereof and shall 
continue for a period of Ten (10) years or until Gas Company has been offered 
gas reserves under this agreement and that certain Virginia Hills agreement 
of even date herewith totalling at least 912.5 billion cubic feet, whichever 
shall first occur. 
10. Each party shall do and perform all such acts and things, execute 
and deliver all such instruments, documents and writings, and give all such 
assurances as may be necessary to give full effect to the provisions and intent 
of this agreement. 
ll. The word "reserves'' shall have the meaning given for such word 


in Schedule ''B"'" 


Tey Producer may terminate this agreement at any time if Gas 
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a 
Company is effectively prevented from full performance hereunder by any cause, 
whether governmental regulations or otherwise, or if it becomes reasonably 
probable that Gas Company will not be able to comply with the provisions of this 
agreement, or if Gas Company or its nominee fails to commence construction by 
January 1, 1961 of the facilities required to transport gas to markets in the State 
of California, and on execution of the Gas Purchase Contract attached as 
Schedule ''B" this agreement shall terminate as to the lands described in said 
Gas Purchase Contract. 


1s There shall be no modification of the terms and provisions of this 


agreement 


contract-except in writing signed by the party or parties to be bound thereby. 


2 CRBS 


TK: hy It is expressly understood and agreed that Producer does not warrant 
its title to all or any part of said lands. 
Nee This agreement embodies the entire contract between the parties 
hereto in respect to the said area or any portion or portions thereof, and all 
prior agreements and negotiations between the parties pertaining to the subject 
matter of this agreement are merged herein. 
Wey This agreement shall inure to the benefit of and be binding upon the 
parties hereto, their successors and assigns, provided that this contract shall 
not be assignable by either party without the written consent of the other party. 
IN WITNESS WHEREOF this agreement has been properly executed by the parties 
hereto as of the day and year first above written. 
MOBIL OIL OF CANADA, LTD, 
By AO, Deimar 
Vice President (Seal) 
(Seal) By H, E.McCombs 
Secretary 
ALBERTA AND SOUTHERN GAS CO, LTD. 
By Jie te. orton 


President 


By Ki. Lee Winton 
Secretary 
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THIS GAS PURCHASE CONTRACT made the day of 
HO OTs 
BETWEEN 


MOBIL OIL OF CANADA, LTD., 

a corporation incorporated under the laws 
of the State of Delaware in the United States 
of America and authorized to carry on 
business in the Province of Alberta in the 
Dominion of Canada, 

(hereinafter referred to as ''Seller'’) 


OF THE FIRST PART 
- and - 

ALBERTA AND SOUTHERN GAS CO, LTD., 
a body corporate, having an office and 
carrying on business in the City of Calgary, 
in the Province of Alberta, 
(hereinafter referred to as "Buyer'"') 

OF THE SECOND PART 
WLANs 3S: T HiseT HAT: 

WHEREAS Buyer is a subsidiary of Pacific Gas and Electric Com- 
pany, a California corporation, hereinafter referred toas ''P. G. and Bs 


AND WHEREAS P. G. and E. and certain subsidiaries (including 


Buyer) and/or affiliates of P. G. and E., hereinafter referred to as "the 


_ participants", propose to construct and operate a natural gas pipeline project, 


hereinafter called ''The Project", having for its principal purpose the trans- 
portation of gas purchased by Buyer to the existing integrated transmission 
and distribution system of P. G. and E. in the State of California; 

AND WHEREAS Seller owns or controls petroleum and natural gas 


rights or interests therein in the Field, as sameis 
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i ) outlined by the heavy black line on the map marked "Exhibit A' annexed hereto; 
and Seller will have a supply of gas available from said Field and desires to 
sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from Seller 
together with natural gas from others for The Project. 

NOW THEREFORE it is hereby agreed as follows: 
ARTICLE I - DEFINITIONS 

For the purpose of this Contract the following words and terms 

are defined as follows: 

(a) The word "day" shall mean a period of twenty-four (24) con- 


secutive hours, beginning and ending at 8:00 o'clock A.M, Mountain Standard 
9 Time. 


o'clock A.M. on the first day of a calendar month and ending at 8:00 o'clock 


(b) The word "month" shall mean a period beginning at 8:00 


A.M. on the first day of the next succeeding calendar month. 

(c) The term "contract year" shall mean a period of twelve con- 
secutive months beginning with the month of July, the first contract year to 
begin with the month of July next following the date natural gas is first 
delivered hereunder. 

(d) The word "gas" shall mean either natural gas obtained from 
the wells or the residue remaining after the natural gas has been treated for 
the removal of any of its constituent parts other than methane and for the 


removal of methane to such extent as is necessary in removing other 
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constituents, as the context may require, 

(e) The term ''Buyer's facilities'' shall mean the facilities 
constituting The Project, together with such gathering facilities if any, 
as may be built by others which are necessary to receive and transport 
the quantities of gas which Buyer undertakes to buy under this Contract. 

(f) The term "Seller's facilities" shall mean such facilities 
as are required for Seller or its nominee to gather, process and deliver 
gas to Buyer in accordance with the terms and conditions of this Con- 
tract. 

(g) The term '"Mcf" shall mean one thousand (1000) cubic 
feet of gas as determined on the measurement basis set forth in Article 
Wi hereof: 

(h) The term "BTU" shall mean British Thermal Unit. 

(i) The term "gross heating value" shall mean the number 
of BTUs ina cubic foot of gas at a temperature of sixty degrees (60°) 
Fahrenheit, saturated with water vapor, and at an absolute pressure 
equivalent to thirty (30) inches of mercury at thirty-two degrees (32°) 
Fahrenheit. 

(j) The term "Seller's lands" shall mean those lands in 
said Field in, under and from which Seller now has or may hereafter 
acquire the right to drill for, produce and dispose of gas, and the said 
right. 

(k) The word "lease'' shall mean any right of the Seller to 


drill for, produce and dispose of gas ir, under and from Seller's lands, 
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and shall include any document evidencing such right. 

(1) The word "reserves" where used as a noun herein shall 
mean the quantities of merchantable gas which will be available to Seller 
from the total quantities of gas economically recoverable from Seller's 
lands after processing to satisfy the quality specifications of Section 1 
of Article V hereof. 

ARTICLE II - CONDITIONS 

Ae Before The Project can be constructed and operated, all 
permits, certificates, and other authorizations required under applicable 
Canadian and United States laws and regulations must be obtained. 
Buyer represents that Buyer and the other participants in The Project 
will use diligent efforts to procure such authorizations. Buyer shall 
notify Seller in writing within thirty (30) days after each such authoriza- 
tion, in form acceptable to the participants, has been obtained, and 
furnish Seller a copy of such authorization. If such authorization con- 
tains conditions that would preclude Buyer from fully performing this 
Contract in accordance with its terms, Seiler may within thirty (30) 
days after receipt of Buyer's notice give Buyer written notice of inten- 
tion to terminate this Contract, stating in said notice the particular 
grounds of objection to the authorization; and unless Buyer shall promptly 
cause an application for rehearing to be made and such rehearing shall 
result in the authorization being modified so as to meet Seller's objection, 
then this Contract shall terminate. In the event that on or before the 


expiration of fifteen (15) months from the date hereof all necessary 
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authorizations in form acceptable to the participants from the govern- 
mental authorities of the Province of Alberta shall not have been 
obtained, Seller may terminate this Contract by written notice to 
Buyer within sixty (60) days thereafter, and in the event that on or 
before the expiration of twenty-four (24) months from the date hereof 
all other necessary authorizations, in form acceptable to the partici- 
pants, shall not have been obtained, Seller may at any time thereafter 
give Buyer sixty (60) days’ written notice of its intention to terminate 
this Contract and, unless prior to the expiration of said sixty (60) day 
period all of said authorizations shall have been obtained, this Contract 
shall terminate at the end of said sixty (60) day period. 

2. Buyer represents that immediately upon all such authoriza- 
tions being obtained, the participants will proceed with due diligence 
to construct The Project, and Seller agrees that it will proceed with 
due diligence to construct Seller's facilities. Each party hereto will 
use its best efforts to the end that The Project may be placed in 
operation by 30 Novemberl960. In the event Seller is capable of 
delivering into The Project the quantity of gas required hereunder by 
30 June 1961 or the expiration of thirty (30) months after all such 
authorizations have been obtained, whichever is the later, then, unless 
excused by Article XII hereof, Buyer shall thereafter pay for the 
quantity of gas it is obligated hereunder to take, or pay for if it does 


not take. 
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ARTICLE III - RESERVATIONS OF SELLER 


a. Seller hereby expressly reserves to itself the following 
rights, namely: to operate its properties, free from any control by 
Buyer, in such manner as Seller in its sole discretion may deem 
advisable, including, without limiting the generality of the foregoing, 
the right to determine when, whether and where any additional well 
will be drilled, or when and whether any well will be reworked or 
recompleted, or when and whether any of Seller's leases or gas wells 


cannot or has ceased to produce gas in paying quantities and is to be 


released or abandoned; to determine the manner in which the quan- 


tities of gas to be delivered hereunder shall be allocated to and 
produced by Seller from the respective gas wells of Seller on Seller's 
lands; to deliver to the persons entitled thereto the quantities of gas 
which such persons have reserved and are entitled to take in kind 
from Seller's lands; and to assign or farm out, subject to this Con- 
tract, any of Seller's leases, 

ae Seller reserves to itself quantities of gas which may be 
required for the development and operation of Seller's lands for the 
production of petroleum and natural gas, including but not limited to, 
gas for gas lift operations and return to reservoir. Seller also 
reserves to itself sufficient quantities of gas for the operation of 
Separator equipment, gasoline, and other extraction plants, com- 
pressor stations, and other facilities for the processing or handling 
of the gas to be delivered hereunder and the products extracted 


therefrom. 
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9 


3° Seller may extract or vermit the extraction of non- 
hydrocarbons and hydrocarbons other than methane from‘the gas to be 
delivered hereunder, and shall have the right to remove such methane 
as is necessarily removed from the gas in recovering other constitu- 
ents; provided that Seller by such processing shall not reduce the 
gross heating value per cubic foot below one thousand (1000) BTUs 
unless required to do so to render the gas capable of meeting the 
quality specifications set forth in Article V hereof, 

4, Seller may unitize any of Seller's leases in said Held and 
may participate in any oil or gas proration, conservation, ratable 
taking or other similar program, provided that in the event Seller's 
leases are unitized with other properties in saidField this Contract will 
cover Seller's interest in the unit derived from such leases and the gas 
attributable thereto, and provided further that in the event such unitiza- 
tion or other such program is entered into voluntarily by Seller, it 
shall use its best efforts to protect Buyer's rights hereunder and to 
prevent an appreciable reduction in the delivery to Buyer of the quan- 
tities of gas set forth in Article IV hereof. 

Dif Seller shall not be required by the provisions hereof to 
produce any well in excess of its allowable rate of flow as fixed by law 
or regulatory bodies, or in excess of its maximum efficient rate of 
flow as determined by Seller, or in excess of the current rate of pro- 
duction permitted Seller under the terms of applicable operating 


agreements in the case of a well jointly operated with other parties, 
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whichever is the smallest quantity. 

6. For the period prior to the date on which The Project is 
placed in operation and for periods during which Buyer is prevented 
from taking delivery of gas hereunder by any of the causes mentioned 
in Article XII, Seller shall have the right to sell and deliver gas to 
others in such quantities as may be necessary to prevent the flaring 
of gas or the termination of any of Seller's leases by reason of non- 


production. 


ARTICLE IV - QUANTITY OF GAS 


is Seller and Buyer mutually agree that Seller's presently 
proven reserves are equal to a volume of not less than 
Mcf per day for a twenty-five (25) year period. The Daily Contract 
Quantity which is subject to increase or decrease from time to time 
pursuant to the provisions of this Contract is initially 
Mcf per day. Subject to the terms and conditions of this Contract, 
Seller agrees to sell and deliver gas produced from Seller's lands to 
Buyer at the point of delivery referred to in Article VIII, when and 
as requested by Buyer, and Buyer agrees to purchase gas from Seller 
as follows: 

(i) In the event that the date of first delivery hereunder 
is prior to 30 June 1961, for the period from the date of first delivery 
to 30 June 1961, Seller will endeavor to deliver each day to Buyer 
the volume of gas requested by Buyer up to one hundred and twenty 


percent (120%) of the Daily Contract Quantity and Buyer will, during 
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said period, endeavor to take an average daily volume equal to ninety 
percent (90%) of the Daily Contract Quantity. 

(ii) For the period beginning on 1 July 1961 or, if it 
be later, the date of first delivery hereunder, but in no event later 
than the expiration of thirty (30) months after all authorizations 
referred to in Article IJ have been obtained, and ending the next 
succeeding June 30, and each contract year thereafter for the remain- 
der of the term hereof, Seller shall deliver each day to Buyer the 
volumes of gas requested by Buyer up to one hundred and twenty per- 
cent (120%) of the Daily Contract Quantity; and Buyer shall take during 
each contract year, if available hereunder, or pay for, if available 
and not taken hereunder, a minimum average daily volume equal to 
ninety percent (90%) of the Daily Contract Quantity; provided, however, 
that Buyer shall take, if available hereunder, not less than a minimum 
average daily volume equal to eighty percent (80%) of the Daily Contract 
Quantity during each month and a minimum volume equal to seventy- 
five percent (75%) of the Daily Contract Quantity on each and every day. 

a Ii Buyer fails to take’an average daily quantity equal to 

ninety percent (90%) of the Daily Contract Quantity for any period 
specified in SubSection (ii) of Section 1 of this Article, Buyer shall 
have the right during the’ next two succeeding contract years after it 
has taken an average daily quantity equal to ninety percent (90%) of the 


Daily Contract Quantity during each such year, to take without further 
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payment a quantity of gas up to the quantity paid for but not taken, 
but not to exceed on any one day, unless Seller consents thereto, a 
total volume greater than one hundred and twenty percent (120%) of 
the Daily Contract Quantity. 

By If Seller fails for any twenty (20) days during any month 
to deliver to Buyer the daily quantity of gas requested by Buyer up to 
one hundred and twenty percent (120%) of the Daily Contract Quantity 
(Buyer being ready, able and willing to take and pay for such quantity 
of gas) Buyer may notify Seller in writing of such failure or failures. 
Seller shall have such time as may be necessary, but in no event 
more than six (6) months from the date of receipt by Seller of Buyer's 
notice, in which to restore its ability to deliver such quantity, during 
which period the Daily Contract Quantity shall be reduced temporarily 
to a volume equal to eighty-three and one-third percent (83-1/3%) of 
the average daily volume of gas Seller delivered to Buyer during the 
twenty (20) days on which Buyer's notice was based. In the event 
Seller is unable or elects not to restore its abilitw to deliver one 
hundred and twenty percent (120%) of the Daily Contract Quantity in 
effect prior to such notice, as evidenced by Seller's failure to deliver 
such quantity on each day of a thirty (30) consecutive day test con- 
ducted by Seller and Buyer for the thirty (30) day period commencing 


on the day following the end of said six (6) months period, or at such 
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in ) earlier time as Seller may request, Buyer shall have the right to 
reduce the Daily Contract Quantity to a volume equal to eighty-three 
and one-third percent (83-1/3%)of the average daily volume of gas 
Seller delivered to Buyer during the last fifteen (15) days of said 
delivery test. 

4. If in any contract year there are in effect two or more 
volumes representing the Daily Contract Quantity, then Buyer's mini- 
mum obligation for such contract year to pay for gas, whether or not 
taken, shall be based upon the sum of the products of ninety percent 
(90%) of each such volume and the number of days each such volume 
was in effect. 

ARTICLE'V "QUALITY OF GAS 

ts The gas delivered hereunder shall be merchantable gas, 
at all times complying with the following quality requirements; 

(i) Heating Value: The gas delivered hereunder shall 
have a gross heating value of not less than nine hundred and seventy- 
five (975) BTUs per cubic foot, but, with the consent of Buyer, gas at 
a lower gross heating value may be delivered. 

(ii) Freedom from Objectionable Matter: The gas 
delivered by Seller hereunder: 

(a) Shall be commercially free from sand, dust, gums, crude 
oil, impurities and other objectionable substances which may be 
injurious to pipe lines or which may interfere with its transmission 


9 through pipelines or its commercial utilization. 
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(b) Shall not have a hydrocarbon dew-point in excess of fifteen degrees 
(15°) Fahrenheit at pressures up to eight hundred (800) pounds per square inch 
gauge. 

(c) Shall not contain more than one (1) grain of hydrogen sulphide per 
one hundred (100) cubic feet. 

(d) Shall not contain more than ten (10) grains of total sulphur per one 
hundred (100) cubic feet. 

(e) Shall not contain more than two percent (2%) by volume of carbon 
dioxide. 

(f) Shall not contain more than four (4) pounds of water vapor per one 
million (1,000,000) cubic feet. 

(g) Shall not exceed one hundred and ten degrees (110°) Fahrenheit in 
temperature at the point of delivery. 

(h) Shall be as free of oxygen as Seller can keep it through the exercise 
of all reasonable precautions, and shall not in any event contain more than 
four-tenths of one percent (0.4%) by volume of oxygen. 

Ze Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made by 
Seller, at Seller's expense, by approved standard methods in general use in 
the gas industry, and the water vapor content of such gas shall be determined 
by Seller, at Seller's expense, by the use of a dew-point apparatus approved 
by Buyer and Seller. Tests shall be made by Seller frequently enough to 


assure that the gas is conforming continuously to the quality requirements. 
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J Buyer shall have the right to require Seller to remedy any deficiency of the 
‘9 | 
gas in quality and, in the event such deficiency is not remedied, the right, in 
addition to all other remedies available to it by law, to require Seller to dis- 
continue deliveries hereunder until such deficiency is remedied. If Seller 
is unable to remedy the deficiency, Buyer shall have the right to reduce the 
Daily Contract Quantity, as provided in Article IV, to eighty-three and one- 
third percent (83-1/3%) of the volume which the Seller can deliver in con- 
formity with the quality requirements hereof. 
ARTICLE VI - MEASUREMENT 

Le Unit of Measurement: The unit of volume for purposes of 
measurement hereunder, except for gross heating value, shall be one (1) 
cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit and at 
9 a pressure of fourteen and seventy-three one-hundredths (14. 73) pounds per 
square inch absolute. For purposes of measurement the atmospheric 
pressure at the point of measurement hereunder shall be assumed to be 
constant at pounds per square inch absolute. 

fae Sales Unit: The sales unit of the gas delivered hereunder shall 
be one thousand (1000) cubic feet. 

os Method of Measurement: All measuring equipment, devices and 
materials required in this Article shall be installed, maintained, and op- 
erated, or furnished, by Buyer at Buyer's expense. Seller may install and 
operate check measuring equipment provided it does not interfere with the 
use of Buyer's equipment. In determining the volumes of gas delivered by 


»S Seller to Buyer at the point of delivery the following practices shall prevail: 
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(i) Metering: The gas shall be metered by one or more orifice 
meters installed and maintained, and volumes shall be measured (except for 
correction for deviation from Boyle's Law), in accordance with the methods 
prescribed in ''Orifice Metering of Natural Gas'', Gas Measurement Committee 
Report No. 3, of the American Gas Association, including the Appendix 
thereto, as published April 1955 or any subsequent revision thereof accept- 
able to Buyer and Seller. Correction shall be made for deviation of the gas 
from Boyle's Law at the pressure and temperature at which the gas is metered, 
To determine the factors for such correction a quantitative analysis of the gas 
shall be made at reasonable intervals with such apparatus as shall be agreed 
upon by Buyer and Seller, and such factors shall be obtained from data con- 
tained in "'Supercompressibility Factors for Natural Gas'', Volumes 1] through 
6, inclusive, or in "Tables for the Determination of Supercompressibility 
Factors for Natural Gas Containing Nitrogen and/or Carbon Dioxide", Volume 
7, as published by the American Gas Association in 1955, or any subsequent 
révision thereof acceptable to Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific gravity of 
the gas being metereu shall be made by Buyer in accordance with the American 
Petroleum Institute's Recommended Practice 50A dated April 1953, or any 
subsequent revision thereof acceptable to Buyer and Seller. The gas samples 
to be tested shall be representative of the gas being metered at the time such 
samples are taken and may be either spot samples or samples taken over a 


period of time. Samples shall be taken at reasonable intervals by Buyer, 
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provided that Buyer shall take additional samples when requested by Seller 
soto do. The specific gravity determined by any test shall apply to the gas 
metered from the date the spot sample was taken or from the commencement 
date of a sample taken over a period of time, as the case may be, until the 
next test. 

(iii) Temperature: The flowing temperature of the gas being 
metered shall be determined by means of a recording thermometer of a type 
acceptable to Buyer and Seller, installed and maintained by Buyer in accord- 
ance with the specifications set forth in said Gas Measurement Committee 
Report No. 3. The arithmetical average of readings each day shall be deemed 
the gas temperature and used in computing the volume of gas metered during 
such day. 

(iv) Correction and Adjustment: If at any time any of the measur- 
ing equipment is registering inaccurately by an amount exceeding two percent 
(2%) at a reading corresponding to the average hourly rate of flow since the 
last preceding test, the previous readings of such equipment shall be 
corrected to zero error for any period definitely known or agreed upon, or 
if not so known or agreed upon, for a period of sixteen (16) days or one~half 
(1/2) of the elapsed time since the last test, whichever is shorter. If the 
measuring equipment is out of service, the volume of gas delivered during 
such period shall be determined: 

(a) by using the data recorded by any check measuring equipment 


accurately registering; or 
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(b) if such check measuring equipment is not registering accurately 
but the percentage of error is ascertainable by a calibration test, by using the 


data recorded, corrected to zero error; or 


(c) if neither of the methods provided in (a) and (b) above can be used, 
by estimating the quantity delivered, by reference to deliveries under similar 
conditions during a period when the equipment was registering accurately. 

No correction shall be made in the recorded volumes of gas delivered for 
inaccuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is commingled 
with gas of other producers in said Field at the point of delivery, the practices 
set forth in the preceding Subsections of this Section 3 shall be applicable to the 
said commingled gas and Seller shall cause the operator of the processing plant 
to advise Buyer as to how the commingled gas taken by Buyer at such point shall 
be allocated between Seller and such other producers. 

4, Heating Value: Tests to determine the gross heating value of gas 
delivered shall be made by Buyer utilizing a Cutler-Hammer recording calori- 
meter, or the equivalent, operated and maintained in accordance with General 
Order No. 58B, "Standards of Calorimetry for Gaseous Fuels", approved 
December 28, 1955 by the Public Utilities Commission of the State of 
California, or any subsequent revision thereof acceptable to Buyer and 
Seller. The gas samples to be tested shall be representative of the gas 
delivered at the time such samples are taken and may be either spot samples 


or samples taken over a period of time. Samples shall be taken at reasonable 
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peers by Buyer, provided that Buyer shall take additional samples when 
requested by Seller soto do. The gross heating value determined by any test 
shall apply to the gas delivered from the date the spot sample was taken or 
from the commencement date of a sample taken over a period of time, as the 
Case may be, until the next test. The gross heating value per cubic foot of 
gas delivered shall be determined for any month by taking the arithmetical 
average of the daily heating values as determined in accordance with this 


Section 4, 


ARTICLE VII - MEASURING AND TESTING EQUIPMENT 


ii Testing Meter Equipment: The accuracy of Buyer's measuring 
equipment shall be verified by test, using means and methods acceptable to 
Seller, at least once each month and at other times upon request of Buyer or 
Seller. Notice of the time and nature of each test shall be given by Buyer to 
Seller sufficiently in advance to permit convenient arrangement for Seller's 
representative to be present. Tests and adjustments shall be made in the 
presence of and observed by a representative of Seller, if present, and if 
any of the measuring equipment is found to be registering inaccurately in any 
percentage, it shall be adjusted at once to read as accurately as possible. 

If, after notice, Seller fails to have a representative present, the results of 
the test shall nevertheless be considered accurate until the next test. All 

tests of such measuring equipment shall be made at Buyer's expense, except 
that Seller shall bear the expense of tests made at its request if the inaccuracy 


is found to be two percent (2%) or less. 
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Ze Inspection of Equipment: Buyer and Seller shall have the right to 
inspect equipment installed or furnished by the other, and the charts and other 
measurement or test data of the other, at all times during business hours; 
but the reading, calibration and adjustment of such equipment and changing of 
charts shall be done only by the party installing and furnishing same. Unless 
the parties otherwise agree, each party shall preserve all original test data, 
charts and other similar records in such party's possession for a period of at 


least six (6) years. 


ARTICLE VIII - DELIVERY PRESSURE AND POINT OF DELIVERY 


1a The delivery pressure of the gas delivered hereunder shall be 
any pressure required by Buyer not in excess of nine hundred (900) pounds 
per square inch gauge. In the event that compression facilities are required 
to bring such gas to the pressure required by Buyer under this Section, then 
Seller shall have the option of installing such facilities, and in the event that 
Seller does not desire to install such facilities, then Buyer shall have the right 
to do so. Inthe event that both Buyer and Seller elect not to install compres- 
sion facilities, then the Daily Contract Quantity shall be reduced to a volume 
equal to eighty-three and one-third percent (83-1/3%) of the daily quantity of 
gas Seller is then capable of delivering to Buyer at such delivery pressure. 
If Buyer requests gas at a pressure higher than herein provided and Seller is 
willing and able to maintain such higher pressure, then Seller shall be com- 
pensated for such higher pressure at a rate agreed upon between Buyer and 


Seller. 
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eis The point of delivery of all gas delivered hereunder shall be 
where such gas leaves Seller's facilities and enters Buyer's pie at 
a central point in the field or at the outlet of the plant where Seller's gas 
is processed, to be designated by Seller in writing. 

a Title to all gas delivered hereunder shall pass from Seller 
to Buyer at the point of delivery. Until passage of title Seller shall be 
deemed to be in control and possession of and be responsible for such 
gas, and thereafter Buyer shall be deemed to be in control and possession 
of and be responsible for such gas. 
ARTICLE IX - TERM OF CONTRACT 

Subject to the other provisions hereof, this Contract shall be 

effective from the date hereof and shall continue for a period of twenty- 
five (25) contract years or until the expiration of Buyer's authorization to 
remove gas purchased hereunder from the Province of Alberta, whichever 


Tir Sst OCCUres. 


ARTICLE X - PRICE 


| (i) The prices to be paid by Buyer for gas delivered here- 
under or required to be paid for if tendered and not taken, during the 
following respective periods, unless changed as hereinafter provided, 


shall be as follows: 
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roy 


Period Price 


From the date of initial delivery through 
June 30, 1961 frp tes ae! fa! So id eh he BOC per Wher 
From July 1, 1961 through June 30, 1962 ... . 14.50¢ per Mcf 


From July 1, 1962 through June 30, 1963... . 15.25¢ per Mcf 
From July 1, 1963 through.June? 30, rL964 than.cie tholsaxza¢ per Mcf 
From July 1, 1964 through June 30, 1965 ... . 16.25¢ per Mcf 
From July 1, 1965 through June 30),6h9664 41656) Be 16.50¢ per Mcf 
From July 1, 1966 through June 30, 1967 . .. . 16. 75¢ per Mcf 
From July 1, 1967 through June 30, 1968 .... 17.00¢ per Mcf 
From July 1, 1968 through June 30, 1973... . V7. 25¢° per Met 
From July 1, 1973 thy ough June.30., ob9785a8 thousand hey 50¢ per Mcf 
From July 1, 1978 through June 30, 1983... . 19.75¢ per Mcf 
From July 1, 1983 and thereafter during the 

Be OE ECO ire ee ea a tye ek so OOS per Mcf 


The foregoing prices are expressed in Canadian currency. 


(ii) Buyer and Seller shall endeavor to renegotiate the prices to 


be paid pursuant to this Contract for the pricing period commencing on July 


1, 1968 and at each five year interval thereafter during the term of this 
Contract. 

(iii) In the event that Buyer and Seller are unable to agree upon 
prices and the effective dates thereof, and either is dissatisfied with the 
manner in which negotiations are proceeding, then such party shall have the 
right to refer the matter to arbit ration in accordance with Article XV; and 
the arbitrators shall have the responsibility of determining fair market prices 
and the effective date thereof. 

Regardless of anything herein elsewhere contained, any prices 
fixed by renegotiation or by arbitration shall in no event be effective earlier 


than the first day of such pricing period or be lower than the prices set forth 
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<) in Subsection (i) of this Section 1. 

es The prices stated in Subsection {i) of Section 1 of this Article X 
shall be applicable to gas delivered hereunder for any month with a gross 
heating value per cubic foot of gas of no more than one thousand and twenty- 
five (1025) BTUs and no less than one thousand (1000) BTUs. If the gross 
heating value per cubic foot of gas delivered hereunder for any month is less 
than one thousand (1000) BTUs or more than ss thousand and twenty-five 
(1025) BTUs, the price of such gas shall be the product of the price stated, 
in Subsection (i) of Section 1 of this Article X and the applicable multiplier 


selected from the following table: 


BTU Content Multiplier 
For gas with a BTU content of less than 975 to 950 inclusive 5950 
9 For gas with a BTU content of less than 1000 to 975 inclusive Be AS 
For gas with a BTU content of more than 1025 to 1050 inclusive 12025 
For gas with a BTU content of more than 1050 to 1075 inclusive 1.050 
For gas with a BTU content of more than 1075to 1100 inclusive eas 
For gas with a BTU content of more than 1100 to 1125 inclusive 1,100 
For gas with a BTU content of more than 1125 beik25 
i If at any time during the term of this Contract any new or in- 


creased occupation, production, severance or sales tax or taxes of similar 
nature or equivalent in effect (not including income, capital stock, franchise 
or property taxes), other than or in excess of a tax prevailing as of the date 
hereof, shall be imposed by any lawful authority on the gas delivered to Buyer 
pursuant to this Contract or on or in respect to the production thereof, or 

on the sale thereof, so that Seller shall be required to pay such increase 
either directly or indirectly, Buyer shall, subject to the conditions herein- 


3 after set forth, pay to Seller one-half (1/2) of such new taxes or one-half (1/2) 
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of any such increase in taxes, In case any such reimbursement of taxes is 
to be made, Seller shall notify Buyer immediately and shall within ninety (90) 
days prepare and submit to Buyer a statement setting forth the amount of 
such new or additional taxes that it has paid, and within thirty (30) days after 
submission of such statement Buyer shall reimburse Seller to the extent of 
one-half (1/2) of such new or additional taxes as herein defined which Seller 
shall have so paid. 

4, Notwithstanding any provision of this Contract to the contrary ; ‘it 
in order to comply with or by reason of any present or future law, rule, 
regulation or order of any governmental authority having jurisdiction, the 
basis or method of measurement of gas delivered hereunder is changed, then 
the price per Mcf for gas purchased hereunder shall be adjusted so that Seller 
will receive the same total payment as would have been received had no such 
change in the basis or method of measurement been made. 

ae On or before August 15th of each year of the term hereof, com- 
mencing with the year 1968, Buyer will give written notice to Seller stating 
therein the weighted average of Buyer's cost per Mcf of gas purchased (in- 
cluding gas paid for but not taken) for the contract year ending on the immed- 
iately preceding June 30th, from gas producers other than Seller delivering 
gas to Buyer or Buyer's nominee, from fields other than oil fields located in 
whole or in part within the Province of Alberta. In the event such weighted 
average of Buyer's cost per Mcf is greater than the price per Mcf payable to 


Seller under the provisions of this Contract other than the provisions of this 
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Section 5 for gas deliverable to Buyer hereunder for any month during the 
twelve (12) months period commencing on the next following November lst, 
Buyer will increase the price per Mcf payable to Seller for gas delivered 
hereunder during such month by an amount equal to the difference between 
such weighted average of Buyer's cost per Mcf and such price per Mcf pay- 
able to Seller under the provisions of this Contract other than the provisions 
of this Section 5. The term ''Cost per Mcf"' as used herein shall mean the 
purchase price per Mcf, plus the amount per Mcf, if any, paid by Buyer to 
a producer for the kind of taxes included in Section 3 of this Article paid or 
payable by the producer, and such purchase price per Mcf shall be deter- 
mined with respect to such other purchases on the same basis of quality 
(including BTU content), measurement, and terms and conditions of 
o delivery as provided for gas delivered hereunder. 

6. Currency Adjustment: 

(i) During any month in which the arithmetical average of the 
daily exchange rate of Canadian currency and United States currency as 
published at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern 
Daylight Time, as the case may be, by the Bank of Canada at the City of 
Ottawa, is not more than One Hundred and Five (105) United States Cents 
or not less than Ninety-five (95) United States Cents for One (1) Canadian 
Dollar, then the total quantity of gas delivered by the Seller to the Buyer 
in such month shall be considered sold and purchased at the prices provided 


for herein in Canadian currency. 
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(ii) During any month in which the average exchange rate deter- 
mined as provided in Subsection (i) above is in excess of One Hundred and 
Five (105) United States Cents and is not more than One Hundred and Ten (110) 
United States Cents for One (1) Canadian Dollar, or is less than Ninety-five 
(95) United States Cents but not less than Ninety (90) United States Cents for 
One (1) Canadian Dollar, then the total quantity of gas delivered by the Seller 
to the Buyer in such month, subject to the provisions of Subsection (v) of this 
Section 6, shall be considered sold and purchased at the price in Canadian 
currency calculated as follows: 

BET: Pe « price payable in Canadian currency during the month; 


CiOr 2 the volume of gas sold out of The Project during such 
month to purchasers for use in Canada; 


US = the volume of gas sold out of The Project during such 
month to purchasers for use in the United States; 


i = price in the Contract; 
| the average exchange rate during such month deter- 
mined in accordance with the provisions of Subsection 
(1) above; 
THEN: In case such average exchange rate exceeds One Hundred and 
Five (105) United States Cents for One (1) Canadian Dollar: 
Pes. | C sc) “3 ( US Si SUS) 
(C+.US ) j (C # US  }) 


In case such average exchange rate is less than Ninety-five 
(95) United States Cents for One (1) Canadian Dollar: 


rn a 
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a) (iii) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for less than three (3) consecutive 
months, the price payable by Buyer to Seller for gas delivered hereunder 
during such months shall be adjusted in accordance with the applicable formula 
set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Ninety (90) United States Cents, respectively, as 
the case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for at least three (3) consecutive 
months, then the currency adjustment formula to be used for such months. 
and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however , that pending completion of 
such renegotiation the price payable by Buyer to Seller shall be calculated 
in accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6. The currency adjustment formula agreed upon in such renegoti- 
ation shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Canadian Dollar, and the 
payments between Buyer and Seller shall be adjusted accordingly. If the 
parties are unable to agree upon a currency adjustment formula within six 


(6) months then either party shall have the right to have the currency adjust- 
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7) ment formula applicable during such period determined by arbitration in 
accordance with Article XV. 

(v) In no event shall the value of "Pc" as calculated under the 
provisions of Subsections (ii), (iii), and (iv) (for the period pending re- 
negotiation as provided therein) of this Section 6 exceed or be less than the 
value of "P", as the case may be, by more than One (1) Cent per Mcf. 
ARTICLE XI - BILLINGS AND PAYMENTS 

hg Buyer shall render to Seller on or before the fifteenth day of 
each month a statement as to the amount of gas delivered by Seller during 
the month preceding. Seller shall render an invoice therefor as soon as 
practicable after receipt of said statement. Unless objected to by either 
party within thirty (30) days after either the receipt by Seller of said state- 
ment, or, if during said thirty (30) day period Seller has requested the 
related meter charts, after the receipt of such charts, said statement 
shall be accepted by both parties as correct. Buyer agrees to make pay- 
ment (in Canadian currency) to Seller on or before the twenty-fifth day of 
such month or the tenth day after receipt of Seller's invoice, whichever 
shall occur later. Should Buyer fail to pay any amount due to Seller by 
the due date, interest thereon shall accrue at the rate of six percent (6%) 
per annum from such date until paid; and if such failure to pay continues for 
sixty (60) days, Seller thereafter may suspend deliveries of gas hereunder 
and if such failure continues for thirty (30) additional days, Seller thereafter 


may, in addition to any other rights Seller may have, terminate this Contract; 
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provided, however, in order for Seller to have the right to suspend deliveries 
or terminate this Contract, Seller must first have notified Buyer in writing 
fifteen (15) days prior to exercising either or both of such rights of its intent 
to do so and give Buyer the right to pay the amount so due to Seller within 
such fifteen (15) day period. Either Buyer or Seller may submit to arbitration 
in accordance with Article XV any dispute as to the amount due Seller for gas 
delivered hereunder; and pending the arbitrators' award Seller's remedies 
hereinabove provided shall be suspended as to the amount in controversy. 

23 If, by reason of the provisions of Article IV hereof that Buyer 
shall pay Seller for an average daily volume equal to ninety percent (90%) of 
the Daily Contract Quantity during each contract year, whether taken or not, 
a payment for gas not taken shall be due Seller from Buyer, such payment 
shall be made to Seller within sixty (60) days after the end of the contract year 
for which such payment shall be due. Said payment shall be based on the price 
in effect on the last day of said year. The provisions of Section 1 of this Article 
as to non-payment shall be applicable to this Section 2. 

33 All calculations with respect to the price per Mcf of gas shall be 
carried to five significant figures and the price per Mcf as so calculated 


rounded to the nearest one-hundredth (1/100th) of a cent. 


ARTICLE XII - FORCE MAJEURE 


1 If either party to this Contract shall fail to perform any obligation 
hereby imposed upon it and such failure shall be caused, or materially con- 


tributed to, by any acts of God, strikes, lockouts, or other industrial 
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disturbances, acts of the Queen's enemies, sabotage, wars, blockades, 
insurrections, riots, epidemics, landslides, lightning, earthquakes, floods, 
storms, fires, washouts, arrests and restraints of rulers and peoples, civil 
disturbances, explosions, breakage of or accident to machinery or lines of 
pipe, hydrate obstructions of lines of pipe, temporary failure of gas supply, 
freezing of wells or delivery facilities, well blowouts, craterings, inability 
to obtain pipe, materials or equipment including those necessary for The 
Project, the order of any court or governmental authority which has been 
resisted in good faith by all reasonable legal means, any act or omission 
(including failure to take gas) of a purchaser of gas from Buyer, of a trans- 
porter of gas to Buyer, or of a transporter of gas purchased by Buyer, which 
is occasioned by any event or occurrence of the character described in this 
Article XII as constituting force majeure, or any other cause, whether of the 
kind herein enumerated or otherwise, not within the control of the party in- 
voking this Article and which by the exercise of due diligence such party could 
not have prevented, or shall be occasioned by the necessity for making repairs 
to or reconditioning wells, machinery, equipment, or pipelines, not resulting 
from the fault or negligence of such party, such failure shall not be deemed 
to be a breach of the obligation of such party hereunder, but such party shall 
use reasonable diligence to put itself again in a position to carry out its 
obligations hereunder. The foregoing provision shall be construed so as to 
reduce Buyer's obligation to take or pay for gas by an amount proportionate 


to the quantity of gas Buyer shall be unable to take in any contract year as a 
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consequence of any of the aforementioned causes. Nothing contained herein 
shall be construed to require either party to settle a strike or lockout by acced- 
ing against its judgment to the demands of opposing parties, 

rae No such cause affecting the performance of this Contract by either 
party shall continue to relieve such party from its obligation after the expiration 
of a reasonable period of time within which by the use of due diligence such 
party could have remedied the situation preventing its performance, nor shall 
any such cause relieve either party from its obligation to make payment of 
amounts then due hereunder, nor shall any such cause relieve either party 
from its obligation unless such party shall give notice thereof in writing to 
the other party with reasonable promptness; and like notice shall be given 
upon termination of such cause, 
ARTICLE XIII - WARRANTY OF TITLE AND RESPONSIBILITY OF SELLER 

Seller represents and warrants that it has full right and authority 

to enter into this Contract, and that the gas to be delivered hereunder will be 
free from all liens and adverse claims, including liens to secure payment of 
any taxes, Seller shall at all times nae the obligation to make settlements 
for all royalties and overriding royalties due and payments to the mineral and 
royalty owners under Seller's leases and other documents, as may appear of 
record or otherwise be binding upon Seller, and in accordance with the terms 
of the respective leases and other documents, and to make settlements with 
all other persons having any interest in the gas sold hereunder, Seller agrees 
to indemnify Buyer and save it harmless from all suits, actions, debts, accounts, 


damages, costs, losses, liabilities and expenses arising from or out of claims 
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of any or all persons to said gas or to royalties, taxes, or other charges there- 
on which attach before the titlepasses to Buyer or which may be levied and assess- 
ed upon the sale thereof to Buyer. In the event of any adverse claim of any 
character whatsoever being asserted in respect to any of said gas, Buyer may 
retain, as security for the performance of Seller's obligations with respect to 
such claim under this Section, the purchase price thereof up to the amount of 

such claim, without incurring liability for interest, until such claim has been 
finally determined or until Seller shall have furnished bond to Buyer condition- 


ed for the protection of Buyer with respect to such claim. 


ARTICLE XIV - RESERVES OF SELLER 


‘; Seller dedicates exclusively to the performance of this Contract 
all of its reserves. 

one Commencing in the year 1963, prior to July 1 of said year and of 
each odd numbered year thereafter during the term hereof, Seller and Buyer 
will conduct a joint study of Seller's reserves dedicated hereto and the deliver- 
ability therefrom to determine whether or not Seller is capable of performance 
of this Contract, and, if capable, éSvetii: Seller has dedicated to its perfor- 
mance reserves in excess of those nerpaaky for performance of this Contract. 
In the event Seller and Buyer are unable to agree upon the amount of reserves 
dedicated hereto or the deliverability therefrom, or both, a qualified independ- 
ent consulting engineer or firm (herein referred to as "Consultant'') shall be 
selected by the parties in the following manner to determine the matter in 
question. Seller and Buyer shall immediately exchange lists each containing 


in the order of preference the names of not less than five acceptable Consultants. 
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The name appearing highest in the order of preference on both such lists shall 
be employed by the parties as the Consultant. Inthe event that there is no 
name in common to both such lists, or that there are two namés accorded 
equally high preference (considering their respective positions on both lists), 
then the Consultant shall be selected by lot from among said two names accord- 
ed equally high preference, or, if there be no such names, from among the 
first names on @ach list. The Consultant so employed shall determine the 
matter in question as soon as feasible, The determination of the Consultant 
shall be final and binding on the parties, and the parties shall abide thereby. 
Th fees and expenses of such Consultant shall be paid in equal proportions 
by the Buyer and Seller, 

34 (i) In the event it is determined by the parties or the Consultant 
that deliverability is sufficient but reserves are insufficient, then Seller may, 
within six (6) months from and after such determination, make available and 
dedicate to this Contract such additional uncommitted quantities of gas as it 
may have or in the exercise of its sole discretion may acquire, as may be 
necessary to make up the deficiency in reserves and which are economically 
producible and available at a point of delivery satisfactory to Buyer. Inthe 
event Seller shall fail to make available the additional reserves necessary to 
make up such deficiency, Buyer shall have the right to reduce the Daily Con- 
tract Quantity in direct proportion to the deficiency in the reserves required 
for the performance of this Contract for the remainder of the term hereof. 

(ii) In the event it is determined by the parties or the Consultant 


that Seller has dedicated reserves in excess of those required for Seller to 
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perform this Contract for the remainder of the term hereof, then at the election 
of Seller said excess reserves shall be considered surplus to this Contract and 
Buyer shall have no further right to, or control of, such excess reserves or any 
portion thereof and Seller may sell, use or otherwise dispose of any gas there- 
from in any manner that Seller in its judgment may deem advisable. 

4, Seller shall, from time to time at Buyer's request, furnish to 
Buyer such geological, engineering and production data available to Seller as 
may be needed for a study of the gas reserves and deliverability thereof, in- 
cluding electrical logs, core analyses and any and all information pertaining 
to such wells; provided, however, that Seller shall not be required to furnish 
any data the release of which would be prejudicial, in Seller's opinion, to its 
interests. 

ARTICLE XV - ARBITRATION 

Every controversy or claim accruing out of or relating to this 
Contract, or the alleged breach thereof, will be settled by arbitration accord- 
ing to law pursuant to the rules then obtaining of the American Arbitration 
Association, and judgment upon the award so rendered may be entered in any 
court having jurisdiction thereof. 
ARTICLE XVI - MISCELLANEOUS PROVISIONS 

Ls No waiver by Buyer or Seller of any default by the other under 
this Contract shall operate as a waiver of a future default, whether of a like 
or different character. 


ae This Contract shall bind and inure to the respective successors 
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and assigns of the parties hereto; but no assignment shall release either party 
from such party's obligations hereunder without the written consent of the 
other party to such release, which consent shall not be unreasonably withheld. 
Nothing herein contained shall prevent either party from pledging or mortgaging 
its rights hereunder as security for its indebtedness. 
3. Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided 
for herein shall be directed to the party to whom given, made or delivered 
at such party's address as follows: 
BUYER: Alberta and Southern Gas Co. Ltd. , 
140 - 6th Avenue S. W. 
Calgary, Alberta 
SELLER: Mobil Oil of Canada, Ltd. 

Mobil Oil Building 

Calgary, Alberta, Canada 
Any notice hereunder shall be deemed to have been given 48 hours after such 
notice has been deposited in a post office with requisite postage thereon. 
Either party may change its address by giving written Berne to the other party; 
provided, however, in no event shail Buyer be obligated to pay for gas purchas- 
ed hereunder at a point outside of Canada or in currency other than Canadian 
currency. 

4, This Contract and the rights and obligations of the parties here- 

under are subject to all present and future laws, rules, regulations and orders 


of any legislative body or duly constituted authority now or hereafter having 


jurisdiction. 
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GAS PURCHASE OPTION AGREEMENT 


Between: 


IMPERIAL OIL LIMITED 


- and - 


ALBERTA AND SOUTHERN GAS CO, LTD. 


10/10 


December, 


BETWEEN: 


A. 


OPTION AGREEMENT 


THIS AGREEMENT made this 3rd day of 


aD, 1957. 


IMPERIAL OIL LIMITED, a body corporate 
with Head Office at the City of Sarnia, in the 
Province of Ontario, and registered to carry 
on business in the Province of Alberta, (here- 
inafter called ''Producer''), 


OF THE FIRST PART, 
- and - 

ALBERTA AND SOUTHERN GAS CO, LTD., 
a body corporate having an office and carry- 
ing on business in the City of Calgary, in the 
Province of Alberta, (hereinafter called "Gas 
Company"), 

OF THE SECOND PART. 


WHEREAS: 


Producer now owns or controls petroleum and/or natural 


gas rights or interests and may hereafter acquire similar rights or 


interests in that area of land (hereinafter called "the said area") outlined 


by a heavy black line on the map attached hereto and marked Schedule ''A" 


and by this reference made a part hereof, and Producer expects to 


develop and have gas available for sale therefrom; and 


B. 


Gas Company is engaged in the pur chase of gas fora 


pipeline project having for its principal purpose the transportation of gas 


to markets in the State of California; and 
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se Gas Company has entered into several gas purchase 
contracts in connection with said pipeline; and 

BE The parties hereto recognize that certain quantities of 
gas in addition to those sold and purchased under the said several gas 
purchase contracts will be required by Gas Company from time to time 
for the expansion of the said project; and that each of the said gas 
purchase contracts and all other contracts for the sale and purchase of 
gas hereafter entered into by Gas Company together constitute the 
present and prospective supply of gas for the said project; and 

Ee. The anticipated gas supply that may become available 
to Gas Company through the exercise of this option has been given 
consideration in locating the pipeline facilities of said project; and 

Ae Fur the reasons aforesaid Gas Company desires to have 
the right to purchase gas available for sale by Producer within the said 
area and within economic reach of the said project, and Producer is 
willing to give Gas Company the right to purchase the same within the 
period of time and up to the total quantity hereinafter provided, and 
otherwise subject to the terms of this Agreement, 

NOW THEREFORE, in consideration of the premises 

the parties agree as follows: 

Ls Producer hereby gives and grants to Gas Company the 
exclusive right and option, irrevocable within the time herein limited 


for acceptance, to purchase from Producer subject to the provisions of 
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this Agreement and to the terms and conditions of the form of Gas Purchase 
Contract attached hereto and marked Schedule ''B", all the gas which 
Producer shall, from time to time: 

{i) discover or acquire within the said area in quantities 
which in Producer's opinion warrant further development for the 
purpose of producing and selling as pipeline gas, or 

(ii) have available for sale as pipeline gas from oil and 
condensate fields upon the curtailment or cessation of any repressur~ 
ing or recycling program in such fields, 

excepting, however, those quantities of gas which Producer shall, in its 
sole discretion, deem necessary to sell and deliver to others: 

(a) as a result of having heretofore or hereafter entered 
into any agreements affecting leases, including but not limited to 
farm-out, farm-in, operating, unit, pooling, unitization and carried 
interest agreements, and agreements involving the assignment of 


leases or portions thereof, or 


(b) for the purpose of preventing drainage or otherwise 
protecting or maintaining its leases or for any other similar purpose. 


ae Upon any such gas becoming available as aforesaid in the 
said area, Producer shall forthwith give Gas Company notice in writing 
thereof (hereinafter called ''Producer's notice"), Producer shall attach 
to Producer's notice a plat showing the location of the discovery well or 
wells and the lands owned or controlled by Producer in the vicinity there- 
of which in Producer's opinion contain gas in commercial quantities (hera- 
inafter called ''the said lands''). Producer's notice shall contain Producer's 
current estimate of the proven and probable reserves underlying the said 


lands. 
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3% Within six (6) months from the date of receipt of Producer's 
notice, Gas Company will elect to purchase the gas designated therein unless 
it concludes after a thorough study during said six (6) months period that it 
has prior gas purchase obligations which preclude the taking of such gas. 

In making such election Gas Company agrees to give priority, based on the 
date of receipt of Producer's notice, to the purchase of gas described 
therein over any gas which it is not then obligated to purchase or which is 
not covered by an earlier notice froma producer. If Gas Company receives 
two or more producers! notices upon the same date, preference will be 
given to the producer who was first in time with respect to the execution 
of the option agreement under which the particular notice is given. If Gas 
Company does not elect to purchase such gas, the said lands shall, at the 
election of Producer to be exercised on written notice to Gas Company, no 
longer be subject to this Agreement. If the said lands remain subject to 
this Agreement, the Producer's priority as established under this para- 
graph shall continue during the term of this Agreement. 

4. If Gas Company elects to purchase such gas, it shall so 
notify Producer and specify in said notice the minimum reserves necessary 
to justify a pipeline extension to the said lands. 

Shs Upon receipt of notice from Gas Company of its election 
to purchase such pipeline gas, Producer shall commence and diligently 
conduct and carry on to completion such development as it deems necessary 


or advisable on the said lands for the purpose of obtaining proven reserves 
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9 sufficient to meet the minimum reserves requirement specified by Gas 
Company in its notice. The provisions of Article XII of Schedule 'B" 
hereto with respect to force majeure shall apply, mutatis mutandis, to 
LS eee obligations under this clause. In the event Producer is unable 
by such development to prove up such minimum reserves within what it 
considers a reasonable period of time, it shall so notify Gas Company in 
writing and in such notice shall specify the amount of reserves it has or 

in its opinion will be able to prove up within a stated further period of 
time. Gas Company shall, within thirty (30) days thereafter, notify 
Producer in writing whether it desires to withdraw its election to purchase 
such gas or to purchase such gas on the basis of the reduced reserves 

0 figure. Failure by Gas Company to give such notice shall be deemed a 
withdrawal by it of its election to purchase such gas, If Gas Company 
withdraws its election to purchase such gas, the said lands shall no longer 
be subject to this Agreement. 

6. After the reserves (whether in the minimum amount 
specified, or in the reduced amount, as the case may be) have been developed, 
as above provided, the parties shall enter into a Gas Purchase Contract in 
the form, mutatis mutandis, of Schedule 'B", and dated as of the date when 
the minimum amount has been proved up, or Gas Company has notified Pro- 
ducer in writing that it desires to purchase the reduced amount of reserves, 
as the case may be, except that if prior to that date Gas Company has 


@ entered into any contract with any other producer for the purchase at the 
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outlet of a treating plant of gas other than oilfield gas in the said area under 


terms (including, but not limited to, delivery conditions and price) which 
are considered by Producer to be more favorable to that producer than 
those fixed in Schedule "B", Schedule "B" shall be revised so as to sub- 
stitute as appropriate the form and substance of such other contract. It is 
understood that in making such substitution all properly applicable terms of 
such other contract will be incorporated rather than only those which Pro- 
ducer may consider would be more favorable to it. If the parties are un- 
able to agree Sion the appropriate dates and quantities S insert in the 
blanks in the said Schedule "B", the matter or matters in issue shall be 
referred to and determined by arbitration conducted in accordance with 
the provisions of Article XV of said Schedule "B". 

It is understood and agreed, however, that Producer shall 
have the sole right to determine what shall be the outline of the Field, as 
shown on the map annexed to the said Gas Purchase Contract as Exhibit "A" 
thereto. 

7. Nothing herein contained shall at any time be construed as 
requiring Producer to maintain or retain any of its leases, or any interest 
therein, 

8. Nothing herein contained, except Paragraph 5, shall be 
construed as requiring Producer to drill a well or wells within the said 
area, but Producer shall not sell any gas from the said area other than 
to Gas Company unless Producer shall have first complied with this Agree- 


ment. 
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a Any notice to be given under the terms of this Agreement 
shall be in writing to the party to whom given at such party's address as 
follows: 

Imperial Oil Limited 
300 - 9th Avenue West 
Calgary, Alberta 

Producer, 

Alberta and Southern Gas Co. Ltd. 
140 - 6th Avenue West 
Calgary, Alberta 

Gas Company. 

Either party may change its address by giving written notice to the other 
party. 

10; This Agreement shall be effective as of the date hereof and 
shall continue for a period of five (5) years or until Gas Company has been 
offered by Producer proven and/or probable gas reserves totalling not less 
than seven hundred and fifty billion (750,000,000,000) cubic feet under the 
provisions hereof, whichever shall first occur. 

bd With respect to any gas which Gas Company elects to 
purchase hereunder, the word "reserves" shall have the meaning given 
for such word in Schedule "B" hereto; with respect to any gas which Gas 
Company does not elect to purchase, after having received Producer's 
notice with respect thereto, "reserves" shall mean Producer's current 


estimate of the proven or probable reserves contained in such notice. 


Lien Each party shall do and perform all such acts and things, 
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first had and obtained. 


execute and deliver all such instruments, documents and writings, and 
give all such assurances as may be necessary to give full effect to the 
provisions and intent of this Agreement. 

This Agreement shall inure to the benefit of and be bind- 
ing upon the parties hereto, and their successors, but shall not be assign- 


able by either party hereto without the consent in writing of the other party 


IN WITNESS WHEREOF this Agreement has been properly 


executed by the parties hereto as of the day and year first above written. 


IMPERIAL OIL LIMITED 


J. W. tamilton (Seal) 


Director 


7 N. A, sbodrug 
Assistant Secretary 


ALBERTA AND SOUTHERN GAS CO. LTD, 


J, JC. rton (Seal) 
President 


R. Lg Winton 
Secretary 
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SCHEDULE “A” TO AN AGREEMENT 
9 BETWEEN IMPERIAL OIL LIMITED 
AND 
ALBERTA AND SOUTHERN GAS COMPANY LIMITED 


NORTH EAST 
CORNER T. 49 


ALBERTA 
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THIS GAS PURCHASE CONTRACT made the day of 


19 


BETWEEN: 


IMPERIAL OIL LIMITED, a body corporate 
with Head Office at the City of Sarnia, in the 
Province of Ontario, and registered to carry 
on business in the Province of Alberta, (here- 
inafter referred to as ''Seller'') 


OF THE FIRST PART 
- and - 


ALBERTA AND SOUTHERN GAS CO. LTD., 
a body corporate, having an office and carry- 
ing on business in the City of Calgary, in the 
Province of Alberta, (hereinafter referred to 
as "'Buyer'') 


OF THE SECOND PART 


WLENE SS ETH THAT: 


WHEREAS Buyer is a subsidiary of Pacific Gas and Electric 


Company, a California corporation, hereinafter referred toas "'P. G. and 


ont; 


AND WHEREAS P. G. and E. and certain subsidiaries (includ- 


ing Buyer) and/or affiliates of P. G. and E., hereinafter referred to as 


the participants'', propose to construct and operate a natural gas pipeline 


project, hereinafter called "The Project", having for its principal purpose 


the transportation of gas purchased by Buyer to the existing integrated trans - 
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mission and distribution system of P, G. and E. in the State of California: 

AND WHEREAS Seller owns or controls petroleum and natural 
gas rights or interests therein in the Field, 
as same is outlined by Seller by means of the heavy black line on the map 
marked "Exhibit A'' annexed hereto; and Seller will have a supply of gas 
available from said Field and desires to sell such gas to Buyer; 

AND WHEREAS Buyer proposes to purchase such gas from 
Seller together with gas from others for The Project. 

NOW THEREFORE it is hereby agreed as follows: 

ARTICLE I - DEFINITIONS 
13 For the purpose of this Contract the following words and terms 
are defined as follows: 

(a) The word ''day" shall mean a period of twenty-four (24) con- 
secutive hours, beginning and ending at 8:00 o'clock A.M. Mountain Stand- 
ard Time. 

(b) The word "month" shall mean a period beginning at 8:00 
o'clock A.M. on the first day of a calendar month and ending at 8:00 o'clock 
A.M. on the first day of the next succeeding calendar month. 

(c), The term "contract year"! shall mean a period of twelve con- 
secutive months beginning with the month of July, the first contract year to 
begin with the month of July next following the date gas is first delivered 
hereunder. 


(d) The word "gas" shall mean either natural gas obtained from 
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the wells or the residue remaining after the natural gas has been treated 
for the removal of any of its constituent parts other than methane and for 
the removal of methane to such extent as is necessary in removing other 
constituents, as the context may Féequire; 

(e) The term "Buyer's facilities" shall mean the facilities 
constituting The Project, together with such gathering facilities if any, 
as may be built by others which are necessary to receive and transport 
the quantities of gas which Buyer undertakes to buy under this Contract. 

(f) The term "Seller's facilities" shall mean such facilities 
as are required for Seller or its nominee to gather, process and deliver 
gas to Buyer in accordance with the terms and conditions of this Contract. 

(g) The term "Mcf' shall mean one thousand (1000) cubic feet 
of gas as determined on the measurement basis set forth in Article VI 
hereof. 

(h) The term "BTU" shall mean British Thermal Unit. 

(i) The term "gross heating value" shall mean the number of 
BTUs in a cubic foot of gas at a temperature of sixty degrees (60°) Fahren- 
heit, saturated with water vapor, and at an absolute pressure equivalent to 
thirty (30) inches of mercury at thirty-two degrees (32°) Fahrenheit. 

(j) The term "Seller's lands" shall mean the 
formation underlying those lands in said Field in, under and from which 
Seller now has or may hereafter acquire the right to drill for, produce and 


dispose of gas, and the said right. 
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(k) The word "lease! shall mean any right of the Seller to drill 
for, produce and dispose of gas in, under and from Seller's lands, and shall 
include any document evidencing such right. 

(1) The word "reserves" where used as a noun herein shall mean 
the quantities of merchantable gas which will be available to Seller from the 
total quantities of gas economically recoverable fromm Seller's lands after 
processing to satisfy the auliiss specifications of Section 1 of Article V here- 
GE; 

ARTICLE Il - CONDITIONS 

ie Before The Project can be constructed and operated, all permits, 
certificates,and other authorizations required under applicable laws and 
regulations must be obtained. Buyer represents that Buyer and the other 
participants in The Project will use diligent efforts to procure such author- 
izations. Buyer shall notify Seller in writing within thirty (30) days after 
each such authorization, in form acceptable to the participants, has been ob- 
tained, and furnish Seller a copy of such authorization. If in Seller's 
opinion such authorization contains conditions that would preclude Buyer and/ 
or Seller from fully performing this Contract in accordance with its terms, 
Seller may within thirty (30) days after receipt of Buyer's maticr give Buyer 
written notice of intention to terminate this Contract, stating in said notice 
the particular grounds of objection to the authorization; and unless Buyer 
shall promptly cause an application for rehearing to be made and such re- 


hearing shall result in the authorization being modified within ninety (90) 
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days after such rehearing so as to meet Seller's objection, then this Contract 
shall terminate. In the event that on or before the expiration of twelve (12) 
months from the date hereof all necessary authorizations in form acceptable 
to the participants (and not having been objected to by Seller as aforesaid or 
if objected to by Seller and not corrected)from the governmental authorities of 
the Province of Alberta shall not have been obtained, Seller may terminate this 
Contract by written notice to Buyer within sixty (60) days thereafter, and in the 
event that on or before the expiration of eighteen (18) months from the date here- 
of all other necessary authorizations, in form acceptable ie the participants, 
shall not have been obtained, Seller may at any time thereafter give Buyer sixty 
(60) days' written notice of its intention to terminate this Contract and, unless 
prior to the expiration of said sixty (60) day period all of said authorizations shall 
have been obtained, this Contract shall terminate at the end of said sixty (60) 
day period, 

ia Buyer represents that immediately upon all such authorizations 
being obtained by the participants, they will proceed with due diligence to 
construct The Project, and Seller agrees that it will proceed with due dili- 
gence to drill and develop Seller's lands and construct Seller's facilities. 
Each party hereto will use diligent efforts to the end that The Project may 
be placed in operation by 30 November 1960, In the event Seller is capable 
of delivering into The Project the quantity of gas required hereunder by 30 
June 1961, or the expiration of eighteen (18) months after all such author- 
izations have been obtained, whichever is the later, then, unless. excused 


by Article XII hereof, Buyer shall thereafter pay for the quantity of gas it 
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is obligated hereunder to take, or pay for if it does not take. 


ARTICLE III - RESERVATIONS OF SELLER 


Ke Seller hereby expressly reserves to itself the following rights, 
namely: to operate its properties, free from any control by Buyer, in such 
manner as Seller in its sole discretion may deem advisable, including, but 
not so as to restrict the generality of the foregoing, the right to determine 
when and where any additional well will be drilled, or when and whether any 
well will be reworked or recompleted, or when and whether any of Seller's 
leases or gas wells cannot or has ceased to produce gas in paying quantities 
and is to be released or abandoned; to determine the manner in which the 
quantities of gas to be delivered hereunder shall be allocated to and produc - 
ed by Seller from the respective gas wells of Seller on Seller's lands; to 
deliver to the persons entitled thereto the quantities of gas which such 
persons have reserved aide te entitled to take in kind from Seller's lands; 
and to assign or farm out, subject to this Contract, any of Seller's leases. 

ra Seller reserves to itself such quantities of gas as, in Seller's 
opinion, may be required for the development and operation of Seller's 
lands for the production of petroleum and natural gas, including but not 
limited to, gas for gas lift operations and return to reservoir so long as 
such gas lift operations and return to reservoir do not, in Seller's opinion, 
interfere with Seller's ability to deliver the quantity of gas required here- 
under. Seller also reserves to itself sufficient quantities of gas for the 


operation of separator equipment, gasoline, and other extraction plants, 
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compressor stations, and other facilities for the processing or handling 
of the gas to be delivered hereunder and the products extracted therefrom. 

cy Seller may extract or permit the extraction of non-hydrocarbons 
and hydrocarbons other than methane from the gas to be delivered here- 
under, and shall have the right to remove such methane as is neces sarily 
removed from the gas in recovering other constituents; provided that Seller 
by such processing shall not reduce the gross heating value per cubic foot 
below one thousand (1000) BTUs unless required to do soto render the gas 
capable of meeting the quality specifications set forth in Article V hereof, 

= Seller may unitize any of Seller's leases in said field and may 
participate in any oil or gas proratiou, conservation, pressure mainten- 
ance, ratable taking or other similar program, provided that in the event 
Seller's leases are unitized with other properties in said field this Contract 
will cover Seller's interest in the unit derived from such leases and the gas 
attributable thereto, and provided further that in the event such unitization 
or other such program is entered into voluntarily by Seller, it shall use 
diligent efforts to protect Buyer's rights hereunder and to prevent an apprec-~- 
iable reduction or postponement in the delivery to Buyer of the quantities of 
gas set forth in Article IV hereof. 

oe Seller shall not be required by the provisions hereof to produce 
any well in excess of its allowable rate of flow as fixed by law or regulatory 
bodies, or in excess of its maximum efficient rate of flow as determined by 


Seller, or in excess of’the current rate of production permitted Seller under 
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the terms of applicable operating agreements in the case of a well jointly 
operated with other parties, whichever is the smallest quantity. 

6, For the period prior to the date on which The Project is placed 
in operation and for periods during which Buyer is prevented from taking 
delivery of gas hereunder by any of the causes mentioned in Article XII, 
Seller shall have the right to sell and deliver gas to others in such quantities 
as may be necessary to prevent the flaring of gas or the termination of any 


of Seller's leases by reason of non-production or to prevent drainage. 


ARTICLE IV - QUANTITY OF GAS 


i. Seller estimates that its presently proven and probable reserves 
are equal to a volume of not less than Mcf per day for a 
twenty-five (25) year period. The Daily Contract Quantity which is sub- 
ject to increase or decrease from time to time pursuant to the provisions 
of this Contract is initially Mcf per day. Subject to the 
terms and conditions of this Contract, Seller agrees to sell and deliver gas 
from its reserves to Buyer at the point of delivery referred to in Article 
Vill, when and as requested by Buyer, and Buyer agrees to purchase such 
gas from Seller as follows: 

(i) In the event that the date of first delivery hereunder is prior 

to 30 June 1961, for the period from the date of first delivery to 30 June 1961, 
Seller shall use diligent efforts to deliver each day to Buyer the volume of 
gas requested by Buyer up to one hundred and twenty percent (120%) of the 


Daily Contract Quantity and Buyer shall, during said period, use diligent 
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efforts to take an average daily volume equal to ninety percent (90%) of the 
Daily Contract Quantity. 

(ii) For the period beginning on 1 July 1961 or, if it be later, 
the date of first delivery hereunder, but in no event later than the expira-~ 
tion of eighteen (18) months after all authorizations referred to in Article 
Il have been obtained, and ending the next succeeding June 30, and each 
contract year thereafter for the remainder of the term hereof, Seller shall 
deliver each day to Buyer the volumes of gas requested by Buyer upto one 
hundred and twenty percent (120%) of the Daily Contract Quantity; and 
Buyer shall take during each contract year, if available hereunder, or pay 
for, if available and not taken hereunder, a minimum average daily volume 
) equal to ninety percent (90%) of the Daily Contract Quantity; provided, how- 
ever, that Buyer shall take, if available hereunder, not less than a mini- 
mum average daily volume equal to eighty percent (80%) of the Daily Contract 
Quantity during each month and not less than a minimum volume equal to 
seventy-five percent (75%) of the Daily Contract Quantity on each and every day. 

2. Seller agrees that it will endeavour to increase its available 
reserves. Inthe event that by 1 July 1959 said reserves, as agreed to by 
Seller and Buyer or, if they are unable to agree, as determined by a 
Consultant selected in accordance with the provisions of Section 2 of Article 
XIV, are equal to a volume of not less than one hundred and twenty-five per- 
cent (125%) of the initial Daily Contract Quantity per day for a twenty-five (25) 


2) year period, then, subject to the obtaining of all necessary permits, certificates 
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and other authorizations, Buyer and Seller agree to increase the initial Daily 
Contract Quantity by twenty-five percent (25%), effective 1 July 1962; pro- 
vided, further, that if by 1 July 1960 the said reserves, as agreed to or de- 
termined as aforesaid, are equal to a volume of not less than one hundred 
and fifty percent (150%) of the initial Daily Contract Quantity per day for a 
twenty-five (25) year period, the initial Daily Contract Quantity, subject to 
obtaining all necessary permits, certificates and other authorizations, will 
be increased by fifty percent (50%), effective 1 July 1963. 

ae Seller agrees that Seller's facilities and the number of wells 
which Seller drills initially, and from time to time thereafter, shall be 
sufficient, with reasonable allowance for anticipated decreases in deliver- 
ability for any cause, including pressure decline, to enable it to deliver 
one hundred and twenty percent (120%) of the initial Daily Contract Quantity 
on the date The Project is ready for operation, or upon the expiration of 
twenty-four (24) months from the date of this Contract, whichever shall be 
the later, and one hundred and twenty percent (120%) of the Daily Contract 
Quantity, as it may exist from time to time, thereafter; provided, however, 
that Seller shall not be required to carry its development program, with 
respect to Seller's lands, beyond what Seller considers to be the economic 
limits. 

4. If Buyer fails to take an average daily quantity equal to ninety 
percent (90%) of the Daily Contract Quantity for any period specified in Sub- 


section (ii) of Section 1 of this Article, Buyer shall have the right during 
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the next two succeeding contract years after it has taken an average daily 
quantity equal to ninety percent (90%) of the Daily Contract Quantity during 
each such year, to take without further payment a quantity of gas up to the 
quantity paid for but not taken, but not to exceed on any one day, unless 
Seller consents thereto, a total volume greater than one hundred and twenty 
percent (120%) of the Daily Contract Quantity. 

oe If Seller fails for any twenty (20) days during any month to 
deliver to Buyer the daily quantity of gas requested by Buyer up to one 
hundred and twenty percent (120%) of the Daily Contract Quantity (Buyer 
being ready, able and willing to take and pay for such quantity of gas) Buyer 
may notify Seller in writing of such failure or failures. Seller shall have 
such time as may be necessary, but in no event more than six (6) months 
from the date of receipt by Seller of Buyer's notice, in which to restore its 
ability to deliver such quantity, during which period the Daily Contract 
Quantity shall be reduced temporarily to a volume equal to eighty-three and 
one-third percent (83-1/3%) of the average daily volume of gas Seller de- 
livered to Buyer during the twenty (20) days on which Buyer's notice was 
based. In the event Seller's attempts to restore its ability to deliver one 
Hendysd and twenty percent (120%) of the Daily Contract Quantity in effect 
prior to such notice are unsuccessful, as evidenced by Seller's failure to 
deliver such quantity on each day of a thirty (30) consecutive day test con- 
ducted by Seller and Buyer for the thirty (30) day period commencing on the 


day following the end of said six (6) months period, or at such earlier time 
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as Seller may request, Buyer shall have the right to reduce the Daily Contract 
Quantity to a volume equal to eighty three and one-third percent (83-1/3%) of 
the average ait volume of gas Seller delivered to Buyer during the last fif- 
teen (15) days of said delivery test. 

6, If in any contract year there are in effect two or more volumes 
representing the Daily Contract Quantity, then Buyer's minimum obligation 
for such contract year to pay for gas, whether or not taken, shall be based 
upon the sum of the products of ninety percent (90%) of each such volume and 
the number of days each such volume was in effect. 

ARTICLE V - QUALITY OF GAS 

ig The gas delivered hereunder shall be merchantable gas, at all 
times complying with the following quality requirements: 

(i) Heating Value: The gas delivered hereunder shall have a 
gross heating value of not less than nine hundred and seventy-five (975) BTUs 
per cubic foot, but, with the consent of Buyer, gas at a lower gross heating 
value may be delivered. 

(ii) Freedom from Objectionable Matter: The gas delivered by 
Seller hereunder: 

(a) Shall be commercially free from sand, dust, gums, crude oil, 
impurities and other objectionable substances which may be injurious to pipe 
lines or which may interfere with its transmission through pipe lines or its 
commercial utilization. 


(b) Shall not have a hydrocarbon dew~-point in excess of fifteen 
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® degrees (15°) Fahrenheit at pressures up to eight hundred (800) pounds per 
square inch gauge. 

(c) Shall net Ceutain more than one (1) grain of hydrogen sulphide 
per one hundred (100) cubic feet. 

(d) Shall not contain more than ten (10) grains of total sulphur per 
one hundred (100) cubic feet. 

{e) Shall not contain more than two percent (2%) by volume of 
carbon dioxide. 

(f) Shall not contain more than four (4) pounds of water vapor per 


one million (1,000,000) cubic feet. 


(g) Shall not exceed one hundred and ten degrees (110°) Fahrenheit 
@ in temperature at the point of delivery. 
(h) Shall be as free of oxygen as Seller can keep it through the 


exercise of all reasonable precautions, and shall not in any event contain 
more than four-tenths of one percent (0.4%) by volume of oxygen. 

(2593 Tests to determine the total sulphur, hydrogen sulphide, carbon 
dioxide and oxygen content of the gas at the point of delivery shall be made 
by Seller, at Seller's expense, by approved standard methods in general use 
in the gas industry, and the water vapor content of such gas shall be determin- 
ed by Seller, at Seller's expense, by the use of a dew-point apparatus approv- 
ed by Buyer and Seller. Tests shall be made by Seller frequently enough to 
assure that the gas is conforming continuously to the quality requirements. 


9 Buyer shall have the right to require Seller to take reasonable measures to 
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remedy any deficiency of the gas in quality and, in the event such deficiency 
is not remedied, the right, in addition to all dies remedies available to it 
by law, to require Seller to discontinue deliveries hereunder until such de- 
ficiency is remedied. If Seller is unable by such reasonable measures to 
remedy the deficiency, Buyer shall have the right to reduce the Daily Con- 
tract Quantity, as provided in Article IV, to eighty three and one-third per- 
cent (83-1/3%) of the volume which the Seller can deliver in conformity with 
the quality requirements hereof. 
ARTICLE VI - MEASUREMENT 

ie Unit of Measurement: The unit of volume for purposes of 
measurement hereunder, except for gross heating value, shall be one (1) 
cubic foot of gas at a temperature of sixty degrees (60°) Fahrenheit and at 
a pressure of fourteen and seventy-three one-hundredths (14.73) pounds per 
square inch absolute. For purposes of measurement the atmospheric 
pressure at the point of measurement hereunder shall be assumed to be 
constant at pounds per square inch absolute. 

Zs Sales Unit: The sales unit of the gas delivered hereunder shall 
be one thousand (1000) cubic feet. 

oF Method of Measurement: All measuring equipment, devices and 
materials required in this Article shall be installed, maintained, and oper- 
ated, or furnished, by Buyer at Buyer's expense. Seller may install and 
operate check measuring equipment provided it does not interfere with the 


use of Buyer's equipment. In determining the volumes of gas delivered by 
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Seller to Buyer at the point of delivery the following practices shall prevail: 

(i) Metering: The gas shall be metered by one or more orifice 
meters installed and maintained, and volumes shall be measured (except for 
correction for deviation from Boyle's Law), in accordance with the methods 
prescribed in ''Orifice Metering of Natural Gas'', Gas Measurement 
Committee Report No. 3, of the American Gas Association, including the 
Appendix thereto, as published April 1955 or any subsequent revision there- 
of acceptable to Buyer and Seller. Correction shall be made for deviation 
of the gas from Boyle's Law at the pressure and temperature at which the 
gas is metered. To determine the factors for such correction a quantitative 
analysis of the gas shall be made at reasonable intervals with such apparatus 
as shall be agreed upon by Buyer and Seller, and such factors shall be obtain- 
ed from data contained in 'Supercompressibility Factors for Natural Gas", 
Volumes 1 through 6, inclusive, or in ''Tables for the Determination of Super- 
compressibility Factors for Natural Gas Containing Nitrogen and/or Carbon 
Dioxide'', Volume 7, as published by the American Gas Association in 1955, 
or any subsequent revision thereof acceptable to Buyer and Seller. 

(ii) Specific Gravity: Tests to determine the specific gravity of 
the gas being metered shall be made by Buyer in accordance with the American 
Petroleum Institute's Recommended Practice 50A dated April 1953, or any 
subsequent revision thereof acceptable to Buyer and Seller, The gas samples 
to be tested shall be representative of the gas being metered at the time such 


samples are taken and may be either spot samples or samples taken over a 
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period of time. Samples shall be taken at reasonable intervals by Buyer, 
provided that Buyer shall take additional samples when requested by Seller so 
todo. The specific gravity determined by any test shall apply tothe gas 
metered from the date the spot sample was taken or from the commencement 
date of a sample taken over a period of time, as the case may be, until the 
next test. 

(iii) Temperature: The flowing temperature of the gas being 
metered shall be determined by means of a recording thermometer of a type 
acceptable to Buyer and Seller, installed and maintained by Buyer in accord- 
ance with the specifications set forth in said Gas Measurement Committee 
Report No. 3. The arithmetical average of readings each day shall be 
deemed the gas temperature and used in computing the volume of gas metered 
during such day. 

(iv) Correction and Adjustment: If at any time any of the measur- 
ing equipment is registering inaccurately by an amount exceeding two percent 
(2%) at a reading corresponding to the average hourly rate of flow since the 
last preceding test, the previous readings of such equipment shall be correct- 
ed to zero error for any period definitely known or agreed upon, or if not so 
known or agreed upon, for a period of sixteen (16) days or one-half (1/2) of 
the elapsed time since the last test, whichever is shorter. If the measuring 


equipment is out of service, the volume of gas delivered during such period 


shall be determined: 


(a) by using the data recorded by any check measuring equipment 
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accurately registering; or 

(b) if such check measuring equipment is not registering accurately 
but the percentage of error is ascertainable by a calibration test, by using 
the data recorded, corrected to zero error; or 

(c) if neither of the methods provided in (a) and (b) above can be used, 
by estimating the quantity delivered, by reference to deliveries under similar 
conditions during a period when the equipment was registering accurately. 
No correction shall be made in the recorded volumes of gas delivered for in- 
accuracies in measuring equipment of two percent (2%) or less. 

(v) Allocation of Gas: In the event that Seller's gas is commingl- 

ed with gas of other producers in said Field at the point of delivery, the 
9 practices set forth in the preceding Subsections of this Section 3 shall be 
applicable to the said commingled gas and Seller shall cause the operator of 
the processing plant to advise Buyer as to how the commingled gas taken by 
Buyer at such point shall be allocated between Seller and such other producers. 

4, Heating Value: Tests to determine the gross heating value of gas 
delivered shall be made by Buyer utilizing a Cutler-Hammer recording 
calorimeter, or the equivalent, operated and maintained in accordance with 
General Order No. 58B, "Standards of Calorimetry for Gaseous Fuels", 
approved December 28, 1955 by the Public Utilities Commission of the State . 
of California, or any subsequent revision thereof acceptable to Buyer and 
Seller. The gas samples to be tested shall be representative of the gas 


(2) delivered at the time such samples are taken and may be either spot samples 
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or samples taken over a period of time. Samples shall be taken at reason- 
able intervals by Buyer, provided that Buyer shall take additional samples 
when requested by Seller so to do. The gross heating value determined by 
any test shall apply to the gas delivered from the date the spot sample was 
taken or from the commencement date of a sample taken over a period of 
time, as the case may be, until the next test. The gross heating value per 
cubic foot of gas delivered shall be determined for any month by taking the 
arithmetical average of the daily heat ing values as determined in accord- 


ance with this Section 4. 


ARTICLE VII - MEASURING AND TESTING EQUIPMENT 


i. Testing Meter Equipment: The accuracy of Buyer's measuring 
@ equipment shall be verified by test, using means and methods acceptable to 


Seller, at least once each month and at other times upon request of Buyer 
ar-Seller: Notice of the time and nature of each test shall be given by 

Buyer to Seller sufficiently in advance to permit convenient arrangement for 
Seller's representative to be present. Tests and adjustments shall be 

made in the presence of and observed by a representative of Seller, if present, 
and if any of the measuring equipment is found to be registering inaccurately 

in any percentage, it shall be adjusted at once to read as accurately as possible. 
If, after notice, Seller fails to have a representative present, the results of the 
test shall nevertheless be considered accurate until the next test. All tests of 
such measuring equipment shall be made at Buyer's expense, except that Seller 


@ shall bear the expense of tests made at its request if the inaccuracy is found to 
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be two percent (2%) or less. 

Ze Inspection of Equipment: Buyer and Seller shall have the right 
to inspect equipment installed or furnished by the other, and the charts and 
other measurement or test data of the other, at all times during business 
hours; but the reading, calibration and adjustment of such equipment and 
changing of charts shall be done only by the party installing and furnishing 
same, Unless the parties otherwise agree, each party shall preserve all 
original test data, charts and other similar records in such party's possess- 


ion for a period of at least six (6) years. 


ARTICLE Vill - DELIVERY PRESSURE AND POINT OF DELIVERY 


ee a 


in The delivery pressure of the gas delivered hereunder shall be 
any pressure required by Buyer not in excess of vine hund red (900) pounds 
per square inch. In the event that compression facilities are required to 
bring such gas to the pressure required by Buyer under this Section, then 
Seller shall have the option of installing such facilities, and in the event that 
Seller does not desire to instal! such facilities, then Buyer stall have the 
right to do so. In the event that both Buyer and Seller elect not to install 
compression facilities, then the Daily Contract Quantity shall be reduced to 
a-volume equal to eighty-three and one-third percent (83~1/3%) of the daily 
quantity of gas Seller is then capable of delivering to Buyer at such delivery 
pressure. If Buyer requests gas at a pressure higher than herein provided 
and Seller is willing ard able to maintain such higher pressure, then Seller 


shall be compensated for euch higher pressure at a rate agreed upon between 
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Buyer and Seller. 

2. The point of delivery of all gas delivered hereunder shall be where 
such gas leaves Seller's facilities and enters Buyer's facilities at a central 
point in the field or at the outlet of the plant where Seller's gas is processed. 

ae Title to all gas delivered hereunder shall pass from Seller to Buyer 
at the point of delivery. Until passage of title Seller shall be deemed to be in 
control and possession of and be responsible for such gas, and thereafter 
Buyer shall be deemed to be in control and possession of and be responsible 
for such gas. 

ARTICLE IX - TERM OF CONTRACT 

Subject to the other provisions hereof, this Contract shall be 
effective from the date hereof and shall continue for a period of twenty-five 
(25) contract years or until the expiration of Buyer's authorization to remove 
gas purchased hereunder from the Province of Alberta, whichever first 


occurs. 


ARTICLE X - PRICE 


te (i) The prices to be paid by Buyer for gas delivered hereunder 
or required to be paid for if tendered and not taken, during the following 
respective periods, unless changed as hereinafter provided, shall be as 


follows: 
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Period. Price 


From the date of initial delivery through 
Dew aUe Th Ol te te fe ca onus ae SMe Gay woe Poe SUC er MCE 
From July 1, 1961 through June 30, 1962 ..... . 14.50¢ per Mcf 


From July 1, 1962 through June 30, 1963 ..... . 15,25¢ per Mcf 
From July 1, 1963 through June 30, 1964 ...... 15.75¢ per Mcf 
From July 1, 1964 through June 30, 1965 ...... 16.25¢ per Mcf 
From July 1, 1965 through June 30, 1966 ..... . 16.50¢ per Mcf 
From July 1, 1966 through June 30, 1967 ..... . 16.75¢ per Mcf 
From July 1, 1967 through June 30, 1968 ...... 17.00¢ per Mcf 
From July 1, 1968 through June 30, 1973 ..... . 17.25¢ per Mcf 
From July 1, 1973 through June 30, 1978 ..... . 18.50¢ per Mcf 
Prom July l, 197S through June 30, 1983 ...... 19.75¢ per Mcf 
From July 1, 1983 and thereafter during 

PiGutee el EOL Win aay eyl cs eee oe oe 2 peed, UU per Mer 


The foregoing prices are expressed in Canadian currency. 
(ii) Buyer and Seller shall endeavor to renegotiate the prices 
g to be paid pursuant to this Contract for the pricing period commencing on 
July 1, 1968 and at each five year interval thereafter during the term of 
this Contract. 

(iii) In the event that Buyer and Seller are unable to agree 
upon prices and the effective dates thereof, and either is dissatisfied with 
the manner in which negotiations are proceeding, then such party shall have 
the right to refer the matter to arbitration in accordance with Article XV 
and the arbitrators shall have the responsibility of determining fair market 
prices and the effective date thereof. 

Regardless of anything herein elsewhere contained, any prices 
fixed by renegotiation or by arbitration shall in no event be effective earlier 


than the first day of such pricing period or be lower than the prices set forth 
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in Subsection,(i) of this Section 1. 

Lis The prices stated in Subsection (i) of Section 1 of this Article X 
shall be applicable to gas delivered hereunder for any month witha gross 
heating value per cubic foot of gas of no more than one thousand and twenty- 
five (1025) BTUs and no less than one thousand (1000) BTUs. If the gross 
heating value per cubic foot of gas delivered hereunder for any month is 
less than one thousand (1000) BTUs or more than one thousand and twenty- 
five (1025) BTUs, the price of such gas shall be the product of the price 
stated in Subsection (i) of Section 1 of this Article X and the applicable 


multiplier selected from the following table: 


BTU Content Multiplier 
For gas with a BTU content of less than 975 to 950 inclusive 2950 
For gas with a BTU content of less than 1000 to 975 inclusive 915 


For gas with a BTU content of more than 1025 to 1050 inclusive Vea 
For gas with a BTU content of more than 1050 to 1075 inclusive 1.050 
For gas with a BTU content of more than 1075 to 1100 inclusive L005 
For gas with a BTU content of more than 1100 to 1125 inclusive 12100 
For gas with a BTU content of more than 1125 Lowes 

3. [f at any time during the term of this Contract any new or in- 
creased occupation, production, severance or sales tax or taxes of similar 
nature or equivalent in effect (not including income, capital stock, franchise 
or property taxes), other than or in excess of a tax prevailing as of the date 
hereof, shall be imposed by any lawful authority on the gas delivered to 


Buyer pursuant to this Contract or on or in respect to the production thereof, 


or on the sale thereof, so that Seller shall be required to pay such increase 


either directly or indirectiy, Buyer shall, subject to the conditions hereinafter 
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set forth, pay to Seller one-half (1/2) of such new taxes or one-half (1/2) 


.of any such increase in taxes. In case any such reimbursement of taxes 


is to be made, Seller shall notify Buyer immediately and shall within ninety 
(90) days prepare and submit to Buyer a statement setting forth the amount 
of such new or additional taxes that it has paid, and within thirty (30) days 
after submission of such statement Buyer shall reimburse Seller to the 
extent of one-half (1/2) of such new or additional taxes as herein defined 
which Seller shall have so paid. 

4. Notwithstanding any provision of this Contract to the contrary, 
if in order to comply with or by reason of any present or future law, rule, 
regulation or order of any governmental authority having jurisdiction, the 
basis or method of measurement of gas delivered hereunder is changed, 
then the price per Mcf for gas purchased hereunder shall be adjusted so 
that Seller will receive the same total payment as would have been receiv- 
ed had no such change in the basis or method of measurement been made. 

oP On or before August 15th of each year of the term hereof, 
cornmencing with the year 1968, Buyer will give written notice to Seller 
stating therein the weighted average of Buyer's cost per Mcf of gas pur- 
chased (including gas paid for but not taken) for the contract year ending 
on ae immediately preceding June 30th, from gas producers other than 
Seller delivering gas to Buyer or Buyer's nominee, from fields other 
than oi! fields located in whole or in part within the Province of Alberta. 
In the event such weighted average of Buyer's cost per Mcf is greater 


than the price per Mcf payable to Seller underthe provisions of this 
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Goines other than the provisions of this Section 5 for gas deliverable to 
Buyer hereunder for any month during the twelve (12) months period commenc- 
ing on the next following November lst, Buyer will increase the price per Mcf 
payable to Seller for gas delivered hereunder during such month by an amount 
equal to the difference between such weighted average of Buyer's cost per Mcf 
and such price per Mcf payable to Seller under the provisions of this Contract 
other than the provisions of this Section 5. The term ''Cost per Mcf!'' as used 
herein shall mean the purchase price per Mcf, plus the amount per Mef, if 
any, paid by Buyer to a producer for the kind of taxes included in Section 3 of 
this Article paid or payable by the producer, and such purchase price per 
Mcf shall be determined with respect to such other purchases on the same 
basis of quality (including BTU content), measurement, and terms and con- 
ditions of delivery as provided for gas delivered hereunder. 

6. Currency Adjustment: 

(i) During any month in which the arithmetical average of the 
daily exchange rate of Canadian currency and United States currency as pub- 
lished at Twelve o'clock (12:00) noon Eastern Standard Time or Eastern Day- 
light Time, as the case may be, by the Bank of Canada at the City of Ottawa, 
is not more than One Hundred and Five (105) United States Cents or not less 
than Ninety-five (95) United States Cents for One (1) Canadian Dollar, then 
the total quantity of gas delivered by the Seller to the Buyer in such month 


shall be considered sold and purchased at the prices provided for herein 
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in Canadian currency. 


(ii) During any month in which the average exchange rate deter- 


mined as provided in Subsection (i) above is in excess of One Hundred and 


Five (105) United States Cents and is not more than One Hundred and Ten (110) 


United States Cents for One (1) Canadian Dollar, or is less than Ninety-five 


(95) United States Cents but not less than Ninety (90) United States Cents for 


One (1) Canadian Dollar, then the total quantity of gas delivered by the Seller 


to the Buyer in such month, subject to the provisions of Subsection (v) of this 


Section 6, shall be considered sold and purchased at the price in Canadian 


currency calculated as follows: 


BET: 


eIGIN: 


Pie 


iM 


price payable in Canadian currency during the month; 


CG =the volume of gas sold out of The Project during such 
mo.th to purchasers for use in Canada; 


US = the volume of gas sold out of The Project during such 
month to purchasers for use in the United States; 


R 


fq 


price in the Contract; 


— =the average exchange rate during such month determin- 
ed in accordance with the provisions of Subsection (1) above; 


In case such average exchange rate exceeds One hundred and Five 


a LE EE AE AL TT EN, 


(105) United States Cents for One (1) Canadian Dollar: 


Pc,» a, ( C xP.) + ols mig Peace 104) 
(C + US ) ( C + US ee 


In case such average exchange rate is less than Ninety-five 


a 


(95) United States Cents for One (1) Canadian Dollar: 


— oes ——_— 


Pe ={ 0 x P ) + Cie Ue. ce 753) 
(C +US ) Lok Loo Ea 


(iii) Im the event that such average exchange rate exceeds One 
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Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for less than three (3) consecutive 
months, the price payable by Buyer to Seller for gas delivered hereunder 
during such months shall be adjusted in accordance with the applicable formula 
set forth in Subsection (ii) of this Section 6, using as the value of E, One 
Hundred and Ten (110) or Woe (90) United States Cents, respectively, as the 
case may be. 

(iv) In the event that such average exchange rate exceeds One 
Hundred and Ten (110) United States Cents or is less than Ninety (90) United 
States Cents for One (1) Canadian Dollar for at least three (3) consecutive 
months, then the currency adjustment formula to be used for such months 
and as long thereafter as such exchange rate prevails shall be renegotiated 
between Buyer and Seller; provided, however, that pending completion of 
such renegotiation the price payable by Buyer to Seller shall be calculated 
in accordance with the applicable formula set forth in Subsection (ii) of this 
Section 6, The currency adjustment formula agreed upon in such renegot- 
lation shall be retroactive to the monthly periods during which such exchange 
rate exceeded One Hundred and Ten (110) United States Cents or was less 
than Ninety (90) United States Cents for One (1) Canadian Dollar, and the pay- 
ments between Buyer and Seller shall be adjusted accordingly. If the parties 
are unable to agree upon a currency adjustment formula within six (6) months 
then either party shall have the right to have the currency adjustment formula 


applicable during such period determined by arbitration in accordance with 
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Article XV, 


(v) In no event shall the value of ''Pc'' as calculated under the 

SAGE of Subsections (ii), (iii), and (iv) (for the period pending re- 
negotiation as provided therein) of this Section 6 exceed or be less than the 
value of 'P", as the case may be, by more than One (1) Cent per Mcf. 
ARTICLE XI - BILLINGS AND PAYMENTS 

1. Buyer shall render to Seller on or before the fifteenth day of 
each month a statement as to the amount of gas delivered by Seller during 
the month preceding. Seller shall render an invoice therefor as soon as 
practicable after receipt of said statement. Unless objected to by either 
party within thirty (30) days after either the receipt by Seller of said state- 
ment, or, if during said thirty (30) day period Seller has requested the re- 
lated meter charts, after the receipt of such charts, said statement shall 
be accepted by both parties as correct. Buyer agrees to make payment 
(in Canadian currency) to Seller on or before the twenty-fifth day of such 
month or the tenth day after receipt of Seller's invoice, whichever shall 
occur later. Should Buyer fail to pay any amount due to Seller by the due 
date, interest thereon shall accrue at the rate of six percent (6%) per annum 
from such date until paid; and if such failure to pay continues for sixty (60) 
days, Seller thereafter may suspend deliveries of gas hereunder and if such 
failure continues for thirty (30) additional days, Seller thereafter may, in 
addition to any other rights Seller may have, terminate this Contract; pro- 


vided, however, in order for Seller to have the right to suspend deliveries 
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or terminate this Contract, Seller must first have notified Buyer in writing 
fifteen (15) days prior to exercising either or both of such rights of its intent 
to do so and give Buyer the right to pay the amount so due to Seller within 

such fifteen (15) day period. Either Buyer or Seller may submit to arbitra- 
tion in accordance with Article XV any dispute as to the amount due Seller for 
gas delivered hereunder; and pending the arbitrators' award Seller's remedies 
hereinabove provided shall be suspended as to the amount in controversy. 

Ze If, by reason of the provisions of Article IV hereof that Buyer 
shall pay Seller for an average daily volume equal toninety percent (90%) of 
the Daily Contract Quantity during each contract year, whether taken or not, 

a payment for gas not taken shall be due Seller from Buyer, such payment 

| §) shall be made to Seller within sixty (60) days after the end of the contract 
year for which such payment shall be due. Said payment shall be based on 
the price in effect on the last day of said year. The provisions of Section l 
of this Article as to non-payment shall be applicable to this Section 2. 

Sa All calculations with respect to the price per Mcf of gas shall be 
carried to five significant figures and the price per Mcf as so calculated 
rounded to the nearest one-hundredth (1/100th) of a cent. 

ARTICLE XII - FORCE MAJEURE 

li If either party to this Contract shall fail to perform any obligation 
hereby imposed upon it and such failure shall be caused, or materially contri- 
buted to, by any acts of God, strikes, lockouts, or other industrial disturbances, 


€) acts of the Queen's enemies, sabotage, wars, blockades, insurrections, riots, 
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epidemics, landslides, lightning, earthquakes, floods, storms, fires, wash- 
Outs, arrests and restraints of rulers and peoples, civil disturbances, explos- 
ions, breakage of or accident to machinery or lines of pipe, hydrate obstructions 
of lines of pipe, temporary failure of gas supply, freezing of wells or delivery 
facilities, well blowouts, craterings, inability to obtain pipe, materials or equip- 
ment including those necessary for The Project, the order of any court or 
governmental authority, having jurisdiction in the premises, any act or omission 
(including failure to take gas) of a purchaser of gas from Buyer, of a transporter 
of gas to Buyer, or of a transporter of gas purchased by Buyer, which is occas- 
ioned by any event or occurrence of the character described in this Article XII 

as constituting force majeure, or any other cause,whether of the kind herein 
enumerated or otherwise, not within the control of the party invoking this Article 
and which by the exercise of due diligence such party could not have prevented, 
or shall be occasioned by the necessity for making repairs to or reconditioning 
wells, machinery, equipment, or pipelines, not resulting from the fault or 
negligence of such party, such failure shall not be deemed to be a breach of the 
obligation of such party hereunder, but such party shall use reasonable diligence 
to put itself again in a position to carry out its obligations hereunder. The fore- 
going provision shall be construed so as to reduce Buyer's obligation to pay for 
gas, whether or not taken, by an amount proportionate to the quantity of gas Buyer 
shall be unable to take in any contract year as a consequence of any of the afore- 
mentioned causes. Nothing contained herein shall be construed to require either 


party to settle a strike or lockout by acceding against its judgment to the demands 
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of opposing parties. 

yan No such cause affecting the performance of this Contract by either 
party shall continue to relieve such party from its obligation after the expir- 
ation of a reasonable period of time within which by the use of due diligence such 
party could have remedied the situation preventing its performance, nor shall 
any such cause relieve either party from its obligation to make payment of 
amounts then due hereunder, nor shall any such cause relieve either party 
from its obligation unless such party shall give notice thereof in writing to 
the other party with reasonable prom ptness; and like notice shall be given 


upon termination of such cause. 


Seller represents and warrants that it has fuil right and authority 
to enter into this Contract, that, subject to the applicable laws, rules and 
regulations, Seller shall use diligent efforts to maintain its leases in full force 
and effect for as long as in Selier's opinion gas can be produced therefrom in 
paying quantities, that Seller has title to the gas to be sold and delivered here- 
under and that all such gas is owned and will be delivered by Seller free from 
all liens and adverse claims, including liens to secure payment of any taxes. 
Seller shall at all times have the obligation to make settlements for all royal- 
ties and overriding royalties due and payments to the mineral and royalty 
owners under Seller's leases and other documents, as may appear of record 
or otherwise be binding upon Seller, and in accordance with the terms of the 


respective leases and other documents, and to make settlements with all other 


30. 


7 ) 
: a 
-Boisisq gn 
rarntia vd tnsriaedD aint lo sonsarretvag ed gaitosiia sevam dave of a) 
e, 
. . be a 
vette me Hnildo eth reew byirsg sinsye aveaia oO) Ssvolinot Lesle 4 LQ 
j 7 
ing ' t} f telw irfiit yy mires} 1G Dor Lag slidgno265% & Yo rod t 


Om , 2 errra0lttres ) arr if (JG xs ant b heanist sever bl:ras yiteq 


So 


} nies at oO : ri Oy 7 ae: - sy S4iis Seausé doe une. 


, , {ti : ‘ : at 


b pawl! eiowomns 
(is.sq > peel loihegi{do et moxt 

N 
lo collsantotte) see 


a iO YTHAAAAW - IX S49URRA 


— —= —. ae. ai 


, ; al’ 


. | dt OF spats dt ,irevieoD eid? otal metas OF 
ae, ot 


a 7 1 
5 : Ui ctr x =p treferrt O2 7302 uw iisde tolise ,anoitsisgeas 


your By aobnic pall es gos as sot Josie bas 

913 Poa ert ¢ : | wiec Jedd ,eeiliinsup s gaty sq 
rio rt lIs2e yd : i iw baw boo ei 9 owe [ile tadd bose sebru- ul 
ert gcibuloai ,emisic setevbs bas ay 


-Isvo1 Us ; pors{s act oO} nolisgiida val evad aermi {14 Js eda ms dad 
—_ 


wat 


ae) 


yiisvor baa Isx Tr 9 i? aloanry ad 5 aub esitisyo acihh=nanehl 5 aie 
“ih 

_ 

7ODS81 10 1S97qs YAO as y@inamusoy sito bog asanal e'r9llad T98bDmM 

CaS: 
andi to acres ans diiw miabnojoos mit bre ,.talied noqu gurbr id ad, 58 
i 
serio [ie diiw sinome! tise exAact.o} Dos .2tinemurcobsedio bas esa pal 9 ri 


10/10 


persons having any interest in the gas sold hereunder. Seller agrees to 
indemnify Buyer and save it harmless from all suits, actions, debts, accounts, 
damages, costs, losses, liabilities and expenses arising from or out of claims 
of any or all persons to said gas or to royalties, taxes, or other charges there- 
on which attach before the title passes to Buyer or which may be levied and 
assessed upon the sale thereof to Buyer. Inthe event of any adverse claim of 
any character whatsoever being asserted in respect to any of said gas, Buyer 
may retain, as security for the performance of Seller's obligations with 
respect to such claim under this Section, the purchase price thereof up to the 
amount of such claim, without incurring liability for interest, until such claim 
has been finally determined or until Seller shall have furnished bond to Buyer 
conditioned for the protection of Buyer with respect to such claim. 
ARTICLE XIV - RESERVES OF SELLER 

i Seller dedicates exclusively to the performance of this Contract 
all its reserves and Seller agrees, subject to the other provisions hereof, to 
make available to Buyer therefrom sufficient gas to ensure performance of this 
Contract. 

ae Cormencing inthe year 1963, prior to July 1 of said year and of 
each odd numbered year thereafter during the term hereof, Seller and Buyer 
will conduct a joint study of Seller's reserves dedicated hereto and the deliver- 
ability therefrom to determine whether or not Seller is capable of performance 
of this Contract, and, if capable, whether Seller has dedicated to its performance 


reserves in excess of those required for performance of this Contract. In the 
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event Seller and Buyer are unable to agree upon the amount of reserves dedi- 
cated hereto or the deliverability therefrom, or both, a qualified independent 
consulting engineer or firm (herein referred to as Consultant") shall be 
selected by the parties in the following manner to determine the matter in 
question, Seller and Buyer shall immediately exchange lists each containing 
in the order of preference the names of not less than five acceptable Consult- 
ants. The name appearing highest in the order of preference on both such 
lists shall be employed by the parties as the Consultant. In the event that 
there is no name in common to both such lists, or that there are two names 
accorded equally high preference (considering their respective positions on 
both lists), then the Consultant shall be selected by lot from among said two 
o names accorded equally high preference, or, if there be no such names, 
from among the first names on each list. The Consultant so employed shall 
determine the matter in question as soon as feasible. The determination 

of the Consultant shall be final and binding on the parties, and the parties 
shall abide thereby. The fees and expenses of such Consultant shall be paid 
in equal proportions by the Buyer and Seller. 

i (i) In the event it is determined by the parties or the Consultant 
that reserves are sufficient, but deliverability is insufficient, Seller shall 
proceed with such additional development as may be necessary from time to 
time to comply with Section 3 of Article IV. In the event Seller shall. fail 
within six (6) months from and after such determination to complete such 


&) additional development as may be necessary to comply with Section 3 of Article 
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IV, Buyer shall have the right, in addition to all other remedies available to 
it by law, to reduce the Daily Contract Quantity to eighty three and one-third 
percent (83-1/3%) of the deliverability. 

(ii) In the event it is determined by the parties or the Consultant 
that deliverability is sufficient but reserves are insufficient, then Seller shall, 
within six (6) months from and after such determination, make available and 
dedicate to this Contract such additional uncommitted reserves as it may have 
or in the exercise of its sole discretion may acquire, as may be necessary to 
make up the deficiency in reserves and which are economically producible 
and available at a point of delivery satisfactory to Buyer. In the event Seller 
shall fail to make available the additional reserves necessary to make up such 
deficiency, Buyer shall have the right, in addition to all other remedies avail- 
able to it by law, to reduce the Daily Contract Quantity in direct proportion to 
the deficiency in the reserves required for the performance of this Contract 
for the remainder of the term hereof. 

(iii) In the event it is determined by the parties or the Consultant 
that Seller has dedicated reserves in excess of those required for Seller to 
perform this Contract for the remainder of the term hereof, Seller agrees to 
sell and Buyer agrees to purchase the gas from such excess reserves under 
the terms and conditions of this Contract, and the appropriate increase in the | 
Daily Contract Quantity and the effective date thereof shall be agreed upon by 
Buyer and Seller or, if they fail to agree, shall be determined by arbitration 


as provided in Article XV. Buyer and Seller agree to use diligent endeavours 
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to procure all permits, certificates,and other authorizations necessary to make 
the gas from such excess reserves available for the purpose of The Project. In 
the event the parties cannot obtain such authorizations in form acceptable to them 
within one and one-half (1-1/2) years after the said appropriate increase has been 
agreed upon or determined, then at the election of Seller said excess reserves 
shall be considered surplus to this Contract and Buyer shall have no further 

right to, or control of, such excess reserves or any portion thereof and Seller 
may sell, use or otherwise dispose of any gas therefrom in any manner that 
Seller in its judgment may deem advisable. 

4, Seller shall, from time to time at Buyer's request, furnish to Buyer 
such geological, engineering and production data available to Seller as may be 
needed for a study of the gas reserves and deliverability thereof, including 
electrical logs, core analyses and any and all information pertaining to such 
wells; provided, however, that Seller shall not be required to furnish any data 
the release of which would be prejudicial, in Seller's opinion, to its interests. 
ARTICLE XV - ARBITRATION 

Any arbitration provided for in this Contract or agreed to by the 
parties shall be conducted in accordance with the following procedures and 
principles: 

Upon the written demand of either party and within ten (10) days 
from the date of such demand, each party shall appoint an arbitrator and the 
two arbitrators so appointed shall promptly thereafter appoint a third. In 


the event more than one party has executed this Contract as Seller and more 
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than one of such parties is involved in the same controversy with Buyer, they 
shall be considered as one party. If either party shall fail to appoint an 
arbitrator within ten (10) days from the date of such demand, then the arbitrator 
shall be appointed by a judge of the Supreme Court of Alberta. If the two 
arbitrators shall fail within ten (10) days from their appointment to agree upon 
and appoint the third arbitrator, then upon the application of either party, such 
third arbitrator shall be appointed by a judge of the Supreme Court of Alberta. 

The arbitrators shall proceed immediately to hear and determine 
the matter in controversy. The award of the arbitrators, or a majority of 
them, shall be made within forty-five (45) days after the appointment of the 
third arbitrator, subject to any reasonable delay due to unforeseen circum- 
stances, 

The award of the arbitrators shall be drawn up in writing and 
signed by the arbitrators, or a majority of them, and shall be final and binding 
on the parties, and the parties shall abide by the award and perform the terms 
and conditions thereof. Unless otherwise determined by the arbitrators the 
fees and expenses of the arbitrator named for the Seller shall be paid by Seller, 
the fees and expenses of the arbitrator named for the Buyer shall be paid by the 
Buyer and the fees and expenses of the third arbitrator shall be paid in equal 
proportion by the Buyer and the Seller, 

ARTICLE XVI - MISCELLANEOUS PROVISIONS 
Lj No waiver by Buyer or Seller of any default by the other under this 


Contract shall operate as a waiver of a future default, whether of a like or 
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\ 
different character, 

a This Contract shall bind and inure to the respective successors 
and assigns of the parties hereto; but no assignment shall release either party 
from such party's obligations hereunder without the written consent of the other 
party to such release, which consent shall not be unreasonably withheld. Noth- 
ing herein contained shall prevent either party from pledging or mortgaging its 
rights hereunder as security for its indebtedness. 

a, Every request, notice, statement and bill provided for in this 
Contract shall be in writing and each of them and every payment provided for 
herein shall be directed to the party to whom given, made or delivered at such 
party's address as follows: 

. BUYER: Alberta and Southern Gas Co, Ltd. 

140 Sixth Avenue S. W., 

Calgary, Alberta. 

SELLER: Ingpe rial.Osl limited, 

300 Ninth Avenue S. W., 

Calgary, Alberta. 
Any notice hereunder shall be deemed to have been given 48 hours after such 
notice has been deposited in a post office with requisite postage thereon. Either 
party may change its address by giving written notice to the other party; pro- 
vided, however, in no event shall Buyer be obligated to pay for gas purchased 
hereunder at a point outside of Canada or in currency other than Canadian currency. 

4. This Contract and the rights and obligations of the parties hereunder 


are subject to all present and future laws, rules, regulations and orders of any 


4 legislative body or duly constituted authority now or hereafter having jurisdiction. 
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oi This Contract shall be construed in accordance with the laws of the 
Province of Alberta. 
ae The headings used throughout this Contract are inserted for refer- 
ence purposes only and are not to be considered or taken into account in con~- 
struing the terms and provisions of any Article nor to be deemed in any way to 
qualify, modify or explain the effects of any such term or provision. 
IN WITNESS WHEREOF this Contract has been properly executed 


by the parties hereto as of the day and year first above written, 


IMPERIAL OIL LIMITED 
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ALBERTA AND SOUTHERN GAS CO, LTD. 
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